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Ever since V-J Day, marketing men have been planning for that day that never 
seems to arrive, when they will again be “out selling.” These’ plans overhauled 
their thinking on such subjects as Market and Product Research, Compensation, 
Incentives, Selection and Training, Budget Control, Pricing and Costs. It is still 
a sellers’ market in most lines, but it seems generally agreed that the necessity for 
real sales activity is closer than we think. 

This Conference is therefore beamed at these old yet pressing subjects, with an 
over-all theme of “A New Concept of Marketing Management.” We asked literally 
hundreds of companies what their selling problems are. Their answers sounded like 
old times, and made the old problems look new. 

Most companies that AMA heard from were, of course, particularily concerned 
with selling for profit instead of just selling to move merchandise. Many factors 
in the present situation complicate the picture. 

All these old yet new problems, and how progressive companies are dealing with 
them, will be discussed at the AMA Marketing Conference. 


To non-members who read this announcement, AMA regrets to say that the Con- 
ference will be restricted to members of the Association. The decision to follow this 
policy in connection with all AMA conferences was reached by the Association's 
Board of Directors, in view of the fact that many of the Assoctation’s conferences 
have been overcrowded by the attendance of non-members. 
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MARKETING AND PRODUCT RESEARCH PRICING FOR PROFIT 

MEASURING SALESMEN’S ARE BUDGET CONTROLS 
EFFECTIVENESS NECESSARY? 

CUTTING SALES AND DISTRIBUTION SALES DEPARTMENT’S RESPONSI- 
COSTS BILITY FOR INVENTORY CONTROL 
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An Executive Forecast for 1948 


LARGE majority of American 

business men now think the boom 
is here to stay, at least for a while, 
and are planning accordingly. The 
fact that the boom psychology for 1948 
is pervasive—extends to all parts of 
the country and all branches of indus- 
try—is the most significant fact that 
emerges from Fortune’s latest manage- 
ment survey embracing a carefully 
selected cross-section of 28,200 execu- 
tives from all lines of business activity. 
Prices and wages are expected to in- 
crease in 1948, and management is 
confident that sales and profits will 
remain at record levels or rise. 

A clear majority of the executives 
polled—60 per cent—are expecting 
things to remain the same or to im- 
prove; 37 per cent expect a moderate 
downturn; 2 per cent, a sharp down- 
turn; 1 per cent gave no estimate. 

Executives were asked to give their 
estimate of where the Federal Reserve 
Index of Industrial Production, con- 
sumer prices, gross national product, 
and unemployment would be on the 
first of July next. 

Forty-one per cent of them put the 
July level of the Federal Reserve Index 
of Industrial Production between 169 
and 187, while nearly a third (29 per 
cent) think it might range between 187 
and 205. 

Fifty-nine per cent of the executives 
polled think the Consumers’ Price 
Index of the Bureau of Labor Statis- 
tics (1935-39=—100) will be above 166 
next July. 

In the third quarter of 1947, gross 
national product—total production in 
the United States valued at current 


prices—was at an annual rate of $232 
billion, an all-time record. Seventy- 
one per cent of all executives expect it 
to be more than $215 billion next July; 
31 per cent expect it to exceed $235 
billion. 

Most of the executives questioned 
in a survey conducted last May by For- 
tune thought that between two and 
four million would be unemployed at 
the end of 1947. In October, 1,700, 
000 were idle. This time, executives 
were asked to estimate unemployment 
within a range of a million as com- 
pared with two million before. A ma- 
jority (57 per cent) put unemploy- 
ment next July at between two and 
three million. Answers to this ques- 
tion may reflect a rather common 
judgment that unemployment of two 
million is close to the minimum, i.e., 
that it corresponds for practical pur- 
poses to full employment. 

Twenty-two per cent of the execu- 
tives responding in the current survey 
expect more strikes in 1948 than oc- 
curred in 1947; 38 per cent expect 
about as many; 37 per cent expect 
fewer; 3 per cent gave no opinion. 

The business indicator about which 
management feels most uncertain is the 
stock market. Twenty-six per cent 
expect a rising market, 33 per cent are 
anticipating a stable one, 17 per cent 
think it will fall. It is significant that 
nearly a quarter—24 per cent—declined 
to guess at all. 

A business man can do_ business 
without trying to forecast the course 
of business as a whole—and many do. 
He must, however, have some working 
judgment on what the future holds for 
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his own business. Forty-three per cent 
of the respondents anticipate a rise in 
gross sales in their own business; 36 
per cent think there will be little 
change ; 20 per cent believe their gross 
sales will go down. 

Even though profits were, generally 
speaking, at bonanza levels in 1947, 
most executives think they will be ai 
least as good in 1948 and nearly a 
third think they might be better. 

Broadly speaking, no U. S. business 
man expects to lower his prices during 
the first half of 1948. More than a 
third (36 per cent) expect to increase 
them. Though transport men are the 
most certain they will be charging 
more, even manufacturers of consumer 
soft goods, often grimly deflationist in 
past months, now foresee a sellers’ 
market. 

No one expects to reduce prices be- 
cause no one expects prices he pays for 
raw materials and products to fall, and 
also because of a general expectation of 
higher labor costs. 

Executives in all industries expect 
to pay higher wages. There are no 
differences of significance between 
executives in different lines—it would 
appear that all see the same handwrit- 
ing on the. wall. 

Some of the increase in labor cost 
will be offset by higher productivity. 
Since the end of the war, the trend in 
worker productivity has been a well- 
debated question in management cir- 
cles. Replies to the question: “During 
the past half year . . . has physical 
output per worker (in your company) 
been increasing, decreasing, or staying 
about the same ?”, show that the major- 
ity of the respondents believe produc- 
tivity is constant or rising. A minor- 
ity, especially of advertising, radio, 
publishing, construction, and retailing 
executives, dissent. 

Executives were asked to give the 
percentage by which employment and 
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investment of their firms was expected 
to increase or fall during the next six 
months. Nineteen per cent of all those 
polled expect employment in their 
organizations to increase; 71 per cent 
expect it to remain the same; only 
eight per cent think it will decline. 
Only in transportation are any con- 
siderable number of executives expect- 
ing to reduce their labor force. In 
light of the 1,700,000 unemployed in 
the autumn of 1947—almost an irre- 
ducible minimum—these employment 
plans would seem to foreshadow a tight 
labor market this year. 

Increases in investment are also 
being budgeted by many firms, and 
they will be large in utilities, mining, 
oil, and extractive industries, and in 
retailing. 

The notably cautious inventory pol- 
icy that has characterized the whole 
postwar period is still in force. Never- 
theless, as compared with survey find- 
ings of May, 1947, many fewer whole- 
salers and retailers (the only executives 
who were asked this question) intend 
to shorten inventories, and there are 
more who plan to increase them. (Ex- 
ecutives were asked to ignore inventory 
changes of a purely seasonal charac- 
ter.) 

The late Lord Keynes once com- 
mented: “The state of confidence... 
is a matter to which practical men 
always pay the closest and most anx- 
ious attention.” The fact that a major- 
ity of the executives surveyed exhibited 
a state of confidence with regard to 
business prospects for 1948 does not 
mean that business is bound to be good 
or get better. Were the majority al- 
ways right in their predictions, it is 
doubtful whether there would have 
been a slump in 1929, and it is certain, 
expectations being what they were last 
spring, that we would now be experi- 
encing a depression or some facsimile 
thereof. However, the judgment of 
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the business man on the future, by way 
of its effect on his investment, inven- 
tory, merchandising, and employment 
plans, has an important bearing on 
what actually occurs. But management 


would be wise to bear in mind that the 
most certain fact about the business 
cycle is still its unpredictability. 


Fortune, January, 1948, p. 69:8. 


What's the Outlook for Business? 


USINESS prospects are bright well 
into 1948—and maybe through 
1950 and even beyond.. Rarely have 
economists and business men been so 
unanimous on the outlook. For a long 
time, a lot of people yelled, “Wolf!” 
They have been as wrong as the shep- 
herd of legend. 

Is the new optimism any sounder 
than the old calamity howling? There 
is reason to believe it is. 

Business, in the next few months, is 
likely to be little changed in physical 
volume—and a very high level it is. If 
over-all activity rises much above the 
final quarter of 1947, the increase prob- 
ably will be mainly a matter of a higher 
dollars-and-cents tag on each unit of 
output. 

The gross value of the nation’s pro- 
duction of goods and services now is 
running above $230-billion annually. 
Unemployment hangs around two mil- 
lion persons; business absorbs addi- 
tions to the labor force without 
apparent difficulty. Consumers are 
spending at the rate of $160-billion a 
year for goods and services, double the 
1929 and 1941 rates—in dollars. 

Now let’s examine some of the strong 
and weak points in the elements that go 
to make up these totals. 

Crucial is the relationship of exports 
to imports. Our sales abroad take 
scarce goods off the home market. This 
is decidedly inflationary; and the ex- 
port surplus drains precious dollars 
from the dwindling hoards of our for- 
eign customers. Our 1947 excess of 
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exports over imports probably totals up 
to eight and one-half billion dollars. 
Marshall Plan aid now is counted on 
to get for western Europe the things 
that area cannot afford to buy for cash. 
That will bolster one important segment 
of our economy—production of capital 
goods, It will also mean shipment of 
a huge tonnage of raw and processed 
foods, which will sustain agriculture. 
But it will only gradually build up 
western Europe’s production of goods 
to improve its own standard of living 
and for export. Thus the return flow 
of goods to the United States by no 


means will duplicate Marshall Plan. 


shipments. Europe’s need for dollars 
will be alleviated, not cured; and the 
inflationary drain on domestic supplies 
will continue. 

All this adds up, nevertheless, to a 
continued high rate of activity in manu- 
facturing, employment, agriculture, and 
the personal income payments that such 
activity generates. 

There is every reason to anticipate 
another big year for construction. 
Home buyers have become more used 
to high prices which will stimulate 
activity. Moreover, increased avail- 
ability of materials may not spell lower 
prices but will reduce the delays that 
raise costs. 

Commercial and industrial expansion 
probably can’t continue through 1948 
at the high rate characterizing 1947. It 
is likely, however, that any slack in 
the investment portion of the domestic 


The Management Review 





lat 


eqt 
ret 


itr 
cir 
hat 


abl 
ma 
wit 
the 
hei 
me 
inv 
of 

the 


bet 


Feb 





the 
ness 


S up 


1 on 
ings 
ash. 
nent 
pital 
it of 
ssed 
ure, 
up 
ods 
ving 
flow 
7 no 
Plan. 
lars 

the 
plies 


to a 
anu- 

and 
such 


ipate 
tion. 
used 
ulate 
vail- 
wer 
that 


sion 
1948 
Pe. 
k in 


estic 


eview 





economy will be taken up by the very 
large shipments to Europe. 

The labor market presents a simple 
equation. As long as unemployment 
remains around two million persons 
(which appears to be very nearly the 
irreducible minimum under present 
circumstances), labor has the upper 
hand in wage negotiations. 

If wages are going up, prices prob- 
ably will go up again, too. Costs of raw 
materials and purchased parts will rise 
with wages just as they have ever since 
the war ended. 

Significance of this latter point is 
heightened by recent price develop- 
ments. Industry didn’t run into any 
inventory spill in 1947 as feared. Talks 
of another 1920 slump helped keep 
manufacturers’ inventory thinking on 
the sober side. 

Recent inventory developments don’t 
betoken a buying spree. Yet they re- 


flect the renewed optimism—much of it 
born of heavy industry’s confidence that 
aid for Europe will move any excess 
output of both industrial and agricul- 
tural machinery. 

And what level employment at the 
1948 peak? There still are one and 
one-half million “extra” workers in the 
labor force, left over from the war. 
Normal increase in the labor force at 
midsummer will add more than 600,000 
potential workers as compared with last 
July. And, if prices go on rising, more 
and more low-income families will find 
that they need more wage earners than 
just the head of the house. 

So full employment next summer— 
if we achieve it—will be close to 61 
million. And unemployment, at the 
same time, may well exceed the 1947 
peak of two and one-half million. 

By CrarK R. Pace. The Pulse Beat 
of Industry, January, 1948, p. 2:2. 
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Are You Supporting the ‘‘Con’’ Men? 


HERE is only one reason for the 

existence of a “racket”—profit. 
When a racket becomes unprofitable, 
its operators quickly abandon it. There 
are more than 750 profit-making rackets 
listed in the files of the Better Busi- 
ness Bureaus. These schemes have as 
their principal patrons business con- 
cerns (organizations which, for the 
most part, do not use the services of 
the Better Business Bureau in their 
community). Such victims of the con- 
fidence men are failing not only in their 
responsibility to themselves but also in 
their responsibility to educate their em- 
ployees, stockholders, customers, and 
the public to the point where they will 
not be victimized. 

Let’s consider one such corporation. 
It has a president, many vice presi- 
dents, a secretary, a treasurer, auditors, 
bookkeepers, cashiers. It even has a 
guard outside who carries a wicked 
looking revolver on his hip. What did 
the con men do to that formidable 
array? The company has some 19 re- 
ceipts for listings in trade directories, 
totaling more than $1,000. Eighteen 
are for non-existent directories ; the re- 
maining one represents money which 
went to a publication of very dubious 
value. 

Millions continue to be poured into 
the coffers of professional promoters 
by business men who, thinking they 
are contributing to a worthy cause, do 
not investigate first to find out how 
much of the money really goes to the 
cause. 

Many a “cause” gets little of the 
money solicited for it. The standard 
type of promotional contract today pro- 
vides for payment of a specified sum to 
the beneficiary agency—and even this 
is paid only in installments, such as 
$200 at the time of signing the con- 
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tract and the remainder at stated pe- 
riods as the campaign progresses. Such 
contracts are difficult to translate into 
the percentage figures for each partici- 
pant because the amount of money the 
promoter may be able to raise is not 
known. They never run less than 60, 
and may run as high as 90, per cent 
for the promoter. Thus, out of a dol- 
lar contribution for a ticket to a benefit 
dance, the promoter gets 60 to 90 cents, 
the charity or labor group, 10 to 40 
cents. 

Frequently business men purchase 
space in a promoter’s publication to be 
marked, “With the Compliments of a 
Friend.” This is duck soup for the 
promoter. He sticks that money in his 
pocket and sells and resells that same 
“Compliments” space to other shy and 
retiring “friends” without giving even 
the usual percentage to the organiza- 
tion in whose name he collected the 
money. 

When a promoter’s henchman ap- 
proaches management in the name of 
labor, it is almost a sure sale. One 
enterprising schemer has paid a nom- 
inal sum to a labor building for a con- 
cession to put up a bulletin board in 
one of the rooms of the building. He 
lists the names of his contributors on 
that board. Any management not listed 
there—for a price—just ain’t a friend 
of labor. 

It has become so easy to fool hard- 
boiled business men that some trick- 
sters do it on a mass basis by mail. 
They will publish some kind of direc- 
tory and print in it the names of lead- 
ing business concerns without the lat- 
ters’ knowledge. They then clip each 
listing, paste it on a renewal form, and 
mail it to the company. And the checks 
come pouring in! 

Then there are solicitors who clip a 
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company’s advertisement out of the 
telephone directory, paste it on a con- 
tract form they have made up, and mail 
it to the company for approval. Most 
recipients of such a form fail to read it 
carefully, believing it to be a renewal 
of their telephone directory listing. 
They miss the statement in small type 
reading: “A separate independent pub- 
lication, not connected with any tele- 
phone company,” until they discover, 
too late, that they have contracted for 
space in an entirely different publi- 
cation. 

One unusually clever schemer in 
New York sent out a form in the name 
of a directory company, saying the 
directory was going to press shortly 
and there was not time for a represen- 
tative to call in person and make the 
directory company’s offer. It was sug- 
gested, however, that the recipient of 
the form fill in the blank with a descrip- 
tion of his company’s product, sign it 
and return it, and a free listing would 
be inserted in the directory. 


When this chiseler got back his form, 
he cut off the printing around the edge 
with a paper cutter. If the respondent 
had written in the remaining space with 
pencil, ink, or typewriter, he removed 
such writing with acid—having used a 
special type of paper for the form. He 
then had the respondent’s signature at 
the bottom of a plain white piece of 
paper. He printed in an advertising 
contract above it, and filled in the blank 
spaces to designate the size of space in 
the book and the amount of money 
for it. 


He had several beautifully bound di- 
rectories, into which he fastened pages 


—which he had previously printed up— 
of the advertising of firms whose offi- 
cers had unsuspectingly provided him 
with their signatures. His salesman 
then called on the latter, showed them 
the advertisements, and laid down the 
forged contracts, bearing their genuine 
signatures. Business firms paid him 
$70 for the space they had allegedly 
contracted for. 

He then proposed that, for their own 
protection, they sign a “has paid” 
voucher, so that he might report the 
collection to his auditing department. 
The purpose of this document was to 
provide him with the same signatures 
for use again the following year. 

The schemes described here are only 
a very few of the endless chain of 
rackets that are taking thousands of 
dollars away from unwary companies. 
How can management arm itself 
against the inroads of the con men? 
Following are some practical points 
which business men may profitably ob- 
serve: 

1. Conduct your business on a basis 
above reproach. 


2. Patronize only those firms who 
conduct their businesses in a similar 
manner. 


3. Do not support any unworthy 
schemes or rackets by making careless 
donations. 


4. Support your local Better Busi- 
ness Bureau which is helping to main- 
tain fair business practices and to clean 
up areas of malpractice. 

From an address by Hugh Smith be- 
fore the 28th Annual Conference of the 
National Office Management Associa- 
tion. 


e MANY OF US spend half our time wishing for things we could have if we 


didn’t spend half our time wishing. 


—ALEXANDER WooLLcorttT (as quoted in The Employment Counselor 1/48) 
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Walls Between the States 


ONTRARY to the plans of our 

Founding Fathers, the United 
States is far from being one big free 
area in which people and commerce 
may move without hindrance from state 
to state. State after state restricts im- 
ports from sister states, which hit back 
with retaliatory legislation. In some 
cases, the combatants lower their bar- 
riers with reciprocity arrangements, 
like alien powers. 

If this has more than a currently 
familiar ring, it is because it happened 
once before. In the economic break- 
down that followed the Revolutionary 
War, the states acted as small inde- 
pendent nations, jealously protecting 
their own industries and indulging in 
vicious commercial discriminations and 
reprisals. As a result, the commerce 
clause was made one of the strongest in 
the Constitution. Article 1, Section 8 
states: “The Congress shall have power 
. . . to regulate commerce with foreign 
nations and among the several states 
and with the Indian tribes.” Fortified 
by a series of firm decisions by Chief 
Justice Marshall, it was effective for 
almost a century and a half in prevent- 
ing interstate trade wars in the United 
States. 

But in the depression of the 1930’s 
discriminatory barriers sprang up 
again. 

Despite the fact that some of the 
worst of these were lifted during the 
war because of their interference with 
trucking and other war business, most 
of our interstate barriers remain. 
Among the principal ones are those 
considered below. 

Motor vehicle laws are still the worst, 
the most widespread, and the biggest 
obstacles to interstate trade. 


64 


Three states, Arizona, Kansas and 
Kentucky, still will not honor truck 
(common and contract carrier) licenses 
issued by other states. Special licenses 
must be bought to enter these states, 
Some 18 to 20 states—the number con- 
stantly varies—require outstate trucks 
to buy special public utility commission 
permits. 

Every state has its own regulations 
on the weight, length, height and other 
specifications for trucks using its roads, 
Though the basic purpose is highway 
safety and protection of road structures, 
the regulations vary so fantastically 
that they cripple truck movement. For 
example, a truck bearing Florida fruit 
to New York may carry 50,000 pounds 
anywhere along the route except in 
Virginia and the District of Columbia, 
where the weight limit is 40,000 
pounds. 

The American Association of State 
Highway Officials in 1946 asked all 
states to adopt uniform specifications. 
Eleven states did so this year. But the 
variations are still so great that the 
National Highway Users’ Conference 
issues a loose-leaf notebook containing 
several pages devoted to the manifold 
regulations of each state, and large 
trucking companies employ experts 
whose sole job is to keep abreast of 
trucking laws and regulations. 

Seven states, Kansas, Nebraska, 
New Mexico, Arizona, Utah, Colorado 
and Idaho, maintain “ports of entry” 
like barriers at national frontiers. All 
trucks coming into one of these states 
must take certain roads and stop at a 
“port” for inspection, and generally to 
pay special fees. 

Margarine is the most barred of all 
the foods. Primarily through the 
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manipulations of dairy interests, many 
states have strangling taxes and restric- 
tions on the sale, movement, and even 
use of margarine. These are so effec- 
tive in Wisconsin, a leading dairying 
state, that enough margarine got into 
the state in one year to produce only 
$16 in tax revenues. 

In the early anti-margarine drive, 
even some of the southern states which 
supply most of the cottonseed and other 
oils used in making margarine enacted 
restrictive legislation. Later, when 
they caught on, these laws were re- 
pealed. Sometimes, also, bills were 
introduced in southern legislatures 
threatening a ban on Wisconsin beer 
or machinery, Washington apples, and 
other products from states which dis- 
criminate against margarine. 

To keep out “foreign” milk and dairy 
products, some states require inspection 
by their own men, and then forbid these 
officials to make inspections beyond the 
state line. One state went so far as to 
color milk red that did not comply with 
its regulations. 

To give their own wines an advan- 
tage over those “imported” from other 
states, eight states levy higher taxes on 
out-of-state wines than on their own; 
12 impose unduly high license fees on 
out-of-state firms for the right to ship 
wine in; 14 charge out-of-state firms 
and their salesmen more for the right 
to solicit orders; and 13 prohibit bot- 
tling of out-of-state wines or charge 
additional fees for the privilege. 

The same methods are used to favor 
home-state beers and liquors. They 


have given rise to several bitter inter- 
state beer and liquor “wars.” National 
associations oppose all such acts on the 
ground that they harm the whole busi- 
ness, and in Missouri a large brewing 
company has succeeded in keeping all 
favoritism off the books. 

To nail residents who might try to 
escape state sales taxes by buying in 
other states, about 25 states have 
adopted “use” taxes. In most cases, 
they tax all finished products imported 
for use in the state. 

These are the principal barricades. 
They often stifle trade and increase the 
consumer’s bills; they’re an annoyance 
and a threat to the freedom of move- 
ment for which the United States 
supposedly stands. 

But this is a favorable time to do 
something about them. When goods are 
scarce, it is easier to attack laws de- 
signed to bar outstate products than it 
might be later. If times should again 
become hard and the struggle for busi- 
ness desperate, the urge to pass fence- 
’em-out laws might come back stronger 
than ever. This is the time to fight 
the trade barriers. 

Public interest will have to be 
aroused. Associations of state officials 
will have to take the initiative to get 
agreements between states to lower 
barriers. But in the end it will take 
action by state legislatures, and that 
means action inspired by individuals— 
particularly business men. 

Kiplinger Magazine, October, 1947, 
p. 16:3. 


e THE BUREAU OF LABOR STATISTICS estimates that turnover is about 
4 per cent a month, as compared with a high point of 7.9 per cent in 1945—a reduc- 


tion of nearly 50 per cent. 


But it is still too high, for 4 per cent a month means 


that 48 people have to be hired annually for every 100 on the payroll. 


February, 1948 


—Management Information (Elliott Service Co.) 
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Is Your Company Prepared for Rough Weather? 


INCE late 1946, economists, com- 
mentators, and business leaders 
have been predicting an end to fair 
business weather—an end to the period 
of war and reconversion prosperity 
through which American business has 
been sailing. Though these predictions 
give no indication of materializing in 
the immediate future, forward-looking 
executives, knowing reconversion pros- 
perity cannot last forever, have been 
taking steps to fortify their companies 
against the inclement business weather 
described by the economic seers. Pre- 
sented here, for the benefit of manage- 
ments that have not as yet taken such 
precautions, is a sound method of both 
appraising a business against the 
requirements of a period of rough 
weather and remedying any discovered 
weaknesses. 

As a basis for this appraisal, it is 
suggested that management assume 
the accuracy of the prediction made by 
one large corporation that there would 
be a 20 to 25 per cent decline in gen- 
eral business activity in the near future. 
Just how much would such a decline 
affect your company? One realistic 
way to deal with this question is to 
analyze your company’s profit-and-loss 
statement for the last 12 months and 
project its figures a year into the future. 
Ask yourself just what such a decline 
will mean to your business in terms of 
at least each of the following items: 
(1) Sales; (2) Cost of Goods Sold: 
Direct Labor, Materials, Overhead; 
(3) Gross Profit; (4) Expenses: 
Sales, Administrative; (5) Operating 
Profit; (6) Net Profit. 

If, for example, you estimate that a 
decline of 20 to 25 per cent in general 
business will decrease the volume of 
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your industry by 20 per cent, by just 
how much do you estimate it will re- 
duce the sales of your company? Ask 
yourself the following questions as an 
aid to gauging the sales decrease your 
company will experience: 

1. Is the organization structure of 
the company’s merchandising, sales ad- 
vertising, and sales promotion areas 
sound? Are these areas part of a 
sound, over-all company top-manage- 
ment structure? Are they related to 
one another in the best manner to 
achieve effective, economical coopera- 
tion? Are the organization structures 
of these areas expanded to handle the 
selling load of a buyers’ market? 

2. Are the company’s merchandis- 
ing, sales, advertising, and sales promo- 
tion key people capable of exercising 
challenging, requiring leadership? 

3. Is your company prepared with 
a sales program adequate to combat a 
declining volume? Is your kit of sales 
management tools, including market 
and sales research, sharpened and 
ready to locate and to produce adequate 
volume in the face of a buyers’ market 
characterized by declining industry 
volume and increased competition ? 

4. Is your company’s accounting so 
set up that it gives the sales division 
the control data needed and on a timely 
basis? Does the accounting division 
cooperate and coordinate fully with the 
sales division on the total field of sales 
control, on the selling of quotas and 
budgets and the reporting of actual 
performance against them in the detail 
required for effective control? Is new 
and creative work being done in the 
area of controlling selling expenses? 

5. Is the credit department revital- 
ized to the point where it aids the 


The Management Review 





col 
mii 


pol 
bu: 
res 
the 
the 
gre 
the 
oul 
rat 


tic 


19; 


to 1 
or 


sea 
lar 
pet 
que 
of 

are 
ing 


sal 
wit 
ind 
the 


cer 
jec 
yea 
vol 
rer 
pre 


gor 
to 

ing 
in 

wit 
tio 
dir 


Feb 





Ast 
re- 
sk 


ur 


les 
ket 
and 
ate 
ket 
stry 
¥ $0 
ion 
rely 
sion 
the 
ales 


tual 
tail 
new 

the 


tal- 
the 


view 





company’s sales efforts as well as 
minimizes losses? Is the discount 
policy compatible with the needs of a 
buyers’ market? Are adequate 
reserves against losses provided? Does 
the credit department cooperate with 
the sales division in formulating pro- 
grams to help customers out of trouble, 
thereby securing, in addition to the 
outstanding receivables, their good will 
rather than their animosity? 

6. Is your inventory policy realis- 
tic? Are you taking your licking in 
1939 model or “ersatz” merchandise? 
Will the sales department be able to go 
to the market with products as good as, 
or better than, those of competitors? 

Careful analysis of the results of this 
searching introspection, plus any simi- 
lar facts you have regarding your com- 
petitors, will furnish the answer to the 
question: “Assuming the sales volume 
of our industry declines 20 per cent, 
are the merchandising, sales, advertis- 
ing, and sales promotion functions of 
my company in such condition that its 
sales will decline (a) proportionately 
with the industry, (b) less than the 
industry, or (c) more drastically than 
the industry ?” 

Once you have estimated the per- 
centage of sales decline, use it in pro- 
jecting your company’s sales for the 
year ahead. With this reduced sales 
volume as its top figure, set up the 
remaining figures on the company’s 
projected profit-and-loss statement. 

Consider particularly the cost-of- 
goods-sold projection. It is reasonable 
to suppose that volume of manufactur- 
ing will be reduced so that it is roughly 
in line with the reduced sales volume. 
When this decrease of volume comes, 
with the accompanying shorter produc- 
tion runs, what will happen to your 
direct labor cost per unit? 


February, 1948 


How about material costs? Is your 
company set to move aggressively to 
purchase its materials at prices that 
have been cut by at least as much as 
your own selling prices have? 

How about overhead? Think in 
terms of “per unit” costs. Certain 
items of fixed overhead, such as occu- 
pancy costs and depreciation, are cer- 
tain to rise per unit with reduced vol- 
ume. Can you, then, reduce items of 
variable and semi-variable expense? 
Can you so simplify and streamline the 
organization that overhead increases 
only slightly per unit? Or is the com- 
pany faced with a substantial overhead 
increase per unit produced ? 

After projecting the company’s cost- 
of-goods-sold figure for the year, based 
upon the above and other considera- 
tions, then calculate the gross profit 
figure. Turn your attention next to 
the possibility of cutting sales expense 
and administrative expense. 

Now calculate the projected operat- 
ing profit figure. Estimate other in- 
come and other deductions, calculate 
the corporation income tax obligation, 
and end up with the projected net 
profit. 

When you have finished this pro- 
jected profit-and-loss statement, pro- 
vided you have done it realistically, you 
will have a good idea of just how well 
prepared your company is to withstand 
a period of rough economic weather. 
You will be face to face with the cost 
—in terms of sheer cold dollars of lost 
profit—of living with, instead of eradi- 
cating, any weaknesses present. 

If the foregoing analysis has re- 
vealed some underlying weaknesses, 
management must (1) assemble all the 
facts and data bearing on each weak- 
ness, (2) classify and analyze them, 
(3) formulate a corrective program, 
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and (4) place the program into effect. ment can tackle the job on a planned, 

_ This four-step process requires con- carefully considered basis and avoid 
siderable time. Though there is a frantic “bailing out” under stormy 
tendency to live with these weaknesses onditions 
when all is going well, foresighted 
managements will recognize the time By James C. Orson. Harvard 
requirement involved and start making Business Review, Autumn, 1947, p, 
repairs early. By so doing, manage- 595:14. T 

oper 
Notes of a Bored Business Man : th 
on 
HE long-winded speaker at the dinner sponsored by a certain association of to b 
manufacturers in an Eastern city was holding forth on the supreme importance 
of Quality—with a capital Q. The bushy-eyebrowed man sitting across the table mant 
from us, who was out of the speaker’s range of vision behind a pillar, was plainly are: 
bored. In fact he was scribbling notes on the back of the menu to take his mind off 1 
the outpouring from the head table. : 
When the dinner was over, we noticed that in his haste to get away the scribbler man 
of notes had left the menu on the table, Curious as to what he had written, we plair 
picked up the card as we passed his deserted place. These were the notes he wrote tion 
in boredom: wilt | 
“Bunk! People do not buy quality. Quality is an abstraction. They buy to tt 
qualities. And these qualities they must be able to— Part 
art 
See Touch Taste 
Feel Smell Experience -— 
ual’s 
“The American people will buy— 2 
All the convenience they can afford. staff 
All the swank they can afford. 
About as much comfort as they can afford. the 1 
All the service they can afford. visor 
Flavor that meets them halfway ; they do not have subtle palates. has 
Beauty that they can appreciate ; but they do not demand it. P = 
Size—they love bigness. ipati 
Color and light—all they can get of it. will 
Speed—whether they can afford it or not. sie 
“Thank God he’s through!” dé 
We felt well repaid for sitting through the speech on Quality. For these notes insut 
will bear thoughtful cogitation by any business man who serves the public, And star 
what business man does not, directly or indirectly? an 
—Management Briefs, No. 14 (Rogers & Slade) meth 
3. 
jobs 
$174,000,000 Saved by Ideas — 
: if the 
— War Department reports that it saved $174,513,020 during the last four and | 
years by adopting economy suggestions of employees. The awards given 
for suggestions ran from $5 to more than $6,000. The total was $1,856,167. 4. 
Since the program was started, in September, 1943, 348,302 suggestions have a gra 
been made. Of these, 61,179 have been put into effect. well 
Companies with suggestion plans may find that the majority of suggestions exist 
received from their workers are useless. In general, however, the small number nls 
of sound ideas advanced will be found to pay a most satisfactory profit. In 2. 
addition, employees will be encouraged to think constructively. —— 
—Net Results 1/48 Prep 
bers, 
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How to Prepare Office Manuals 


HE manual is a training device—a 

vehicle by which the details of job 
operations are made definite. It is one 
of the most effective controls available 
to management. What are the steps 
to be followed in developing an office 
manual?* As an over-all outline, they 
are: 

1. Notify the employees that a 
manual is going to be prepared. Ex- 
plain to them the method of prepara- 
tion and the uses to which the manual 
will be put. Sell the idea of “manuals” 
to the employees and solicit their aid. 
Participation breeds interest. Make the 
employees feel their part in the man- 
ual’s development. 

2. Obtain from the supervisory 
staff suggestions as to the content of 
the manual. Work through the super- 
visors. Again it is important to em- 
phasize “participation.” Wide partic- 
ipation by the workers and supervisors 
will slow up the preparation of the 
manual because of the increased amount 
of detail but will go a long way in 
insuring its success as a guide to 
standard practices and uniformity of 
methods. 

3. Make a job analysis of all the 
jobs to be covered by the manual. The 
employees can analyze their own jobs 
if the proper analysis form is provided 
and if clear instructions are given. 

4. Develop an organization chart— 
a graphic presentation of the formal as 
well as functional relationships that 
exist within the company. 

5. Prepare a flow chart for each 


*See also: AMA’s special research report, How to 
Prepare and Publish an Employee Manual (mem- 
bers, 75 cents; non-members, $1.25) 
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major routine to be covered by the 
manual, 

6. Break down each job into its 
elements and show each step, in se- 
quence, to be followed in the perform- 
ance of a complete task cycle on one 
major routine. 

7. Prepare samples of all forms to 
be used in each routine, and indicate 
the proper preparation of the forms and 
the source of the information shown on 
the forms. Also indicate the number 
of copies to be made and their distri- 
bution. 

8. Coordinate the material in the 
manual (or manuals) so as to include: 
(a) organization chart of the entire 
organization—if the company is large 
there will also be included charts for 
each department, shown in detail; 
(b) over-all description of each posi- 
tion, including specifications and nor- 
mal promotional sequence; (c) job 
breakdown which explains in detail the 
major operational sequence; (d) ex- 
hibits of forms; (e) floor plan (op- 
tional) ; (f) rules and regulations, etc. ; 
(g) employees’ services and privileges ; 
(h) general description of company’s 
history, products, and objectives. These 
elements may be regrouped into spe- 
cialized manuals, if the size of the com- 
pany and complexities of operations 
make one complete manual unwieldy. 
There can be: (1) employees’ person- 
nel manual; (2) procedure or standard 
practice manual ; and (3) statistical and 
institutional manual. 

By Harry L. Wytiz. Office Man- 
agement and Equipment, September, 
1947, p. 55:4. 


69 











New Developments in Clerical Testing 


XPERIENCE in _ psychological 
testing during the war years has 
taught psychometricians many things. 
There will, of course, be a considerable 
lag before much of this information 
seeps into industrial and vocational 
practice. Even with such an apparent- 
ly well-defined field as clerical aptitude 
and achievement testing, notable im- 
provements have been made. The aim 
of this paper is to present some of these 
advances. 

R. M. Anderson has published two 
summaries of available tests pertinent 
to the clerical occupations. He has 
devoted his attention primarily to gen- 
eral clerical aptitude testing. His most 
recent publication summarized the 
data to 1942. By this date he was 
able to detect considerable signs of 
progress : more attention had been paid 
to the reliability of such tests, and the 
correlations now approach accepted 
standards; norms are now based on 
larger population samples than before. 
But the favorite criteria are still super- 
visory ratings and/or grades of stu- 
dents from business courses. Many of 
these validity coefficients do not meet 
the standards of statistical significance. 

The fact remains that very little reli- 
ance—except for general counseling 
purposes—can be placed upon pub- 
lished norms. It is to be emphasized 
that even the most popular commer- 
cially available tests are not uniformly 
sound. Often the persons using tests 
are too easily satisfied with “face” 
validity and generalized norms under 
the misunderstanding that presence of 
these two factors is all that is needed 
to establish the validity of any test. 
The recent experience of the Personnel 
Research Section of the Adjutant Gen- 
eral’s Office is illuminating here. A 
General Clerical Abilities test of six 
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parts was developed for use in selection 
and placement of War Department per- 
sonnel. Validity studies were done on 
more than 50 employee groups, the 
criteria being supervisory ratings and 
Civil Service position grades. The 
most important finding here was the 
marked variability in the validity of the 
test, both from one installation to an- 
other and from one clerical occupation 
to another within the same installation 
—further evidence that any particular 
test may have high validity for one 
occupation and low for another, despite 
the similarity of job titles or position 
descriptions. | Each business organiza- 
tion, therefore, which utilizes pub- 
lished test needs to develop its own 
norms and check its own validity co- 
efficients in terms of its own criteria of 
success. 

/More attention had been paid, since 
1942, to clerical testing of a wider vari- 
ation. Less reliance is being placed on 
scores obtainable from one short cleri- 
cal test. If one over-all clerical test is 
devised, a wider sampling of specific 
clerical aptitudes is now in order. 
Below are described recent programs 
which attempt to cover a broader field 
than the short, omnibus-type clerical 
tests most recently described by Ander- 
son. 

U.S.E.S. Clerical Test Battery— 
The U. S. Employment Service in its 
Occupational Research Program made 
extensive studies of clerical workers 
where objective criteria were available. 
Consequently these studies mostly con- 
cern themselves with routine job levels, 
such as card punch machine operators, 
coding clerks, calculator and adding 
machine operators. Specific aptitude 
test batteries were worked out for all 
such specific groups by means of the 
Wherry-Doolittle Test Selection Meth- 
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od. The possibility was then explored 
of combining all these separate bat- 
teries into one. A total of 562 machine- 
clerical workers’ scores on tests such as 
the Minnesota number and name 
checking, arithmetic, letter-digit sub- 


stitution, and others were checked 


against production records or work 
samples: From the final test battery 
an average validity coefficient of 0.42 
was found for this group; the test 
scores well differentiated the top, mid- 
dle, and bottom thirds of workers 
grouped according to their production 
records. One can thus deal with con- 
stellations or “families” rather than 
with merely specific occupations. 

The Psychological Corporation’s 
General Clerical Test.—This is a gen- 
eral and differential test for use with all 
types of clerical workers, issued in 
1944. The content. of the test is not 
so narrowly confined as that of the 
Minnesota. The over-all score may be 
interpreted as an index of general 
clerical aptitude, correlating highly 
with general intelligence test scores. 
Three “section scores” cover routine 
clerical aptitude, mathematical and 
verbal facility—one or more of which 
might have significance for certain 
jobs. In addition, nine part scores are 
available which could be utilized in the 
selection and guidance of personnel for 
highly specialized clerical tasks. 

United-N.O.M.A. Business Entrance 
Tests.—These tests, formerly referred 
to as the National Clerical Abilities 
Tests, represent the most ambitious 
clerical aptitude and proficiency testing 
program of its kind. The tests are 
prepared by the Joint Committee on 
Tests representing the National Office 
Management Association and_ the 
United Business Education Associa- 
tion. The test battery consists of the 
following examinations: general infor- 
mation test (mental alertness, memory, 
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etc.); fundamentals test (spelling, 
arithmetic, etc.); personality rating 
schedule; specific skill tests for ste- 
nography, typewriting, bookkeeping, 
machine calculation, machine transcrip- 
tion, and filing. 

The tests are advanced as “voca- 
tional ability tests,” and their content 
is based on what employers have stated 
they want as regards abilities of clerical 
applicants. Statistical data, particu- 
larly concerning reliability and validity, 
are most sketchy.’ Currently, it is felt 
that by means of these tests the em- 
ployer is furnished a more or less un- 
biased judgment as to the applicant’s 
abilities and skills. 

Cardall-Gilbert Test of Clerical 
Competence.—This is the most recent 
of the general clerical aptitude tests to 
appear. The test consists of four sec- 
tions: verbal and numerical checking, 
verbal and numerical classification. 
High reliabilities on the basis of 289 
clerical workers are reported ; low in- 
tercorrelations between the three sub- 
sections of the test were found. An 
average validity coefficient of 0.46 is 
reported for the total worker group, 
the criterion being ratings made on the 
basis of adequacy to the company as 
clerical employees. 

Specific Tests—In recent years, 
supplementary and specific clerical ap- 
titude and achievement examinations 
have been developed. Many of these 
might serve as models from which a 
particular business company could ex- 
tract good leads for its own testing 
programs. Most business men, of 
course, ignore these, preferring to 
“test” an applicant by asking him to 
take dictation from current correspon- 
dence. This results in presenting dif- 
ferent problems to different candidates 
or the preparation of “catchy” or 
“trick” letters for dictation under the 
impression that tests must be difficult. 
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Selection on this basis is one of the 
reasons for the high turnover found for 
many office positions, 

The writer feels that the best of such 
standardized tests is the Seashore- 
Bennett Stenographic Proficiency Test. 
This is a work sample test on standard 
phonograph records, comprising a 
standard set of five dictated letters 
which can be presented uniformly to 
all applicants and which approximate 
real business conditions. The letters 
vary as to length; dictation speeds vary 
from siow to rapid. The examination 
is intended for use with a suitable 
intelligence and comprehensive clerical 
aptitude examination. 

Jurgensen has developed a selection 
test for industrial typists that does not 
put all the emphasis on speed and accu- 
racy. The Sacramento City Civil Ser- 
vice Board has instituted certain time- 
saving procedures in typewriting and 
stenographic tests, among which is a 
completion-type stenographic dictation 
examination to measure stenographic 
knowledge rather than mere verbal 
memory. 

Mention should be made of various 
specialized work-sample types of cleri- 
cal tests that have recently been dis- 
cussed in the literature. Koran devel- 
oped three performance tests for 





graphotype-addressograph _ operators, 
tabulating machine operators, and du- 
plicating machine operators. Hay de- 
veloped a test battery for machine 
bookkeepers after a job analysis showed 
such work involved five operations and 


- 18 motions. 


Three stenographic aptitude tests 
have recently appeared that promise 
effective use. One of these is the Ben- 
nett Stenographic Aptitude Test. This 
is a test designed to predict ability to 
acquire the skills of shorthand and 
typewriting. It gives better results 
than predictions based on standard in- 
telligence or manipulative tests. 

The second of these stenographic 
aptitude tests is the Turse Shorthand 
Aptitude Test. High reliabilities are 
given as well as a correlation of 0.67 
between the total score and achieve- 
ment in shorthand at the end of a two- 
year period for 268 students. 

For a younger population there is 
the ERC Stenographic Aptitude Test 
developed by Deemer. Unusually high 
validity coefficients, based on approxi- 
mately 500 tenth and eleventh grade 
beginning shorthand pupils, are 
reported. 

By W. L. Barnette, Jr. Occupa- 
tions, November, 1947, p. 101:5. 


Stenographic Statistics 


BOUT 95 per cent of the nation’s 1,500,000 stenographers, typists, and 


secretaries are women. 


Somewhat more than half are less than 30 years 


old, and one of every four is married. Openings in this field due to retirements 


and deaths are estimated at 200,000 yearly. 


The largest single group of stenographers in private industry in April, 1947, 


received $35 weekly. 


Half of the 1,500,000 total, however, earned more than $40. 


Rates for inexperienced workers were from $5 to $10 lower. 

In general, industry bases its selection of candidates for stenographic positions 
on actual business experience, ability to take dictation at between 80 and 100 
words per minute, straight typing ability of 40 to 50 words a minute—as indicated 
by a performance test—and knowledge of clerical routines. 

Private industry’s employment possibilities for stenographers, typists, and 
secretaries are high at this time and are expected to continue so, at least for 


another year or two. 
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—Labor Information Bulletin 11/47 
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Union News in the 


OST companies which have opened 

the pages of the employee maga- 
zine to union activities have kept such 
pages comparatively free from contro- 
versial issues. The editors report on 
such news as new contracts and elec- 
tion of union officers. To insure that 
copy does not become controversial, 
they carefully delete items which take 
issue with either union or management 
policies. They lean over backwards to 
be fair to both sides in reporting and 
scan the paragraphs of their news items 
carefully to eliminate any sentences 
which might intimate there is a con- 
troversy in the offing. 

Outstanding among those papers 
which maintain an open mind on the 
subject of including union news is 
The Stewart-Warnerite, published for 
employees of the Stewart-Warner Cor- 
poration, Chicago. Practically every 
issue contains news items about labor 
activities—about a new agreement be- 
tween company and union; election of 
new officers of the local; proposed 
changes in the labor contract; rate 
changes that have been agreed upon by 
union and management ; etc. Whatever 
the subject, the editor sticks to report- 
ing and omits any comments which 
may be subject to argument. Com- 
plete coverage is given to regular union 
activities—usually on the first page. 

The A. G. Redmond Company’s 
(Owosso, Mich.) Inky Breeze is mak- 
ing use of a question-and-answer col- 
umn to provide workers with informa- 
tion on the union contract. The column, 
a monthly feature, gives employees an- 
swers to the most commonly asked 
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questions regarding the union agree- 
ment. 

A few publications have successfully 
featured a regular news column de- 
voted to labor relations news. Usually 
this type of column appears on the first 
page of the publication and covers not 
only local union news but also activi- 
ties in the field of labor relations of 
general interest to employees. 

A particularly well-edited column of 
this type appears regularly in The 
Wingfoot Clan, published for employees 
of the Goodyear Tire & Rubber Com- 
pany, Akron. Copy is strictly news— 
company views and opinions being con- 
stantly omitted. Controversial subjects 
are taboo, and material included deals, 
for the most part, only with the Good- 
year plants. Among the subjects which 
have appeared in the column are turn- 
over, seniority rights, digests of deci- 
sions which have been arbitrated, con- 
tract negotiations, and work stoppages. 

A year ago, the photographer of The 
Studebaker Spotlight (The Studebaker 
Corporation’s employee magazine) took 
some pictures of the Hallowe’en party 
sponsored by the recreational commit- 
tee of Studebaker Local No. 5, UAW- 
CIO. The result was a two-page spread 
of photographs which made an un- 
usually good feature for the magazine 
and publicized the union’s activities. 

In a more recent issue, the magazine 
publicized the union’s new play center 
with a page of pictures. This feature 
had a background of color which spot- 
lighted the pictures and made a color- 
ful presentation of the affair. 

Several publications which do not 
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carry a regular column or page of 
union news included information on 
the Taft-Hartley Act after its passage. 
Since that time many more magazines 
have devoted considerable space to 
analysis of the law. Among the em- 
ployee publications which currently are 
making a good job of explaining the 
new labor-management relations law to 





workers are: Union Oil Company of 
California’s On Tour; Ohio Rubber 
Company’s The Orco Press; Inner 
View, published by the Fort Wayne 
Works of the International Harvester 
Company. 

From Labor Relations News in the 
Employee Publication. The Dartnell 
Corporation, Chicago, 1947. 


How to Make a Capitalist 


PRODUCTION WORKER in a 

Chicago hardware manufacturing 
company recently retired with $25,000 
from the company’s profit-sharing 
fund. There was nothing unusual 
about it. In fact, in that company it 
is routine; last year a white-collar 
worker retired with $70,000 from the 
same source. 

No financial wizardry is needed to 
provide such small fortunes for ordi- 
nary workers. The funds are built up 
under a reasonably simple retirement 
plan which R. R. Trubey, president of 
the Baltimore Porcelain Steel Com- 
pany is promoting on a national scale. 

Trubey, who has tried the plan suc- 
cessfully in four companies, is so 
strongly convinced that it will solve 
labor-management difficulties that he is 
spending three-quarters of his time and 
several thousand dollars a month to 
persuade other companies to install it. 
Seventy-three firms use it now in some 
form. 

The vehicle for Trubey’s campaign 
is a non-profit organization called 
Profit Sharing Union, Inc., in Fre- 
mont, Ohio, formed by Trubey and 
Joseph A. Roeder, who for many years 
managed the original plan started by 
the Joslyn Manufacturing Company in 
Chicago. Trubey finances the project ; 
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Roeder will explain it to anyone inter- 
ested. 

It was the Joslyn company that re- 
tired those two men with $25,000 and 
$70,000—and they were only two of 
many who have profited hugely in the 
last 28 years. M. L. Joslyn simply 
decided in 1919 to make capitalists out 
of his workers by putting 5 per cent 
of his profits before taxes into a fund, 
provided the workers put in 5 per cent 
of their pay. The company gradually 
increased its contribution to 12% per 
cent. All the money was invested, and 
it more than doubled itself over the 
years. Now, as employees retire, they 
get their cut. 

It was that capitalist angle that in- 
terested Trubey and has kept him the 
hottest proponent of planned profit 
sharing. “If my plan is adopted 
throughout the country,” he says, “it 
will make every worker a capitalist. 
And you don’t have to sell free enter- 
prise to a capitalist. He believes in it 
already.” 

Skeptics say that a profit-sharing 
retirement plan makes a worker a 
capitalist with no control over his capi- 
tal until the end of his working life 
and that he is therefore no capitalist at 
all. Trubey’s answer would simply be 
that his men have a vested interest in 
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the business, and therefore they like the 
program. 

Under Trubey’s plan, a liberalized 
version of Joslyn’s, employees contri- 
bute 5 per cent of their pay. This is 
easy because the workers are given a 5 
per cent wage increase when the plan is 
started. The company contributes 25 
per cent of its profits before federal 
taxes, but no more than three times 
the amount put in by the workers. 

When an employee reaches the age 
of 60, or when he has completed 20 
years of service and is over 50, he may 
draw out his share. This share will 
seldom be less than $25,000 for a 20- 
year employee. 

Any company that can afford to keep 
a set of books, or employs more than 
two people, can and should have the 
plan, Trubey says. 

The Bureau of Internal Revenue 
must first approve the plan. Then the 
company signs a contract with the 
workers. Each worker gets a pass- 
book and makes out a beneficiary slip. 
The fund is administered by a commit- 
tee of five, two elected by the workers, 
two appointed by management, and a 
fifth—the trustee—elected by the other 
four committee members. 

The employees’ contribution must be 
invested in government, state, or muni- 
cipal bonds or in securities accepted for 
investment by trust estates. The com- 
pany’s contribution may be invested in 
securities, including its own stock. 

The Trubey plan also has some fea- 
tures which protect the workers from 
the beginning. When a plan is in- 
stalled, the company buys term life 
insurance to cover workers until the 
profits provide a substantial death ben- 
efit. As the size of the profit-sharing 
fund grows, the term insurance is 
reduced. If an employee dies, is dis- 
abled or unable to work, he or his bene- 
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ficiary gets his full share of profits. 

If an employee quits or is fired, he 
receives the full amount of his contri- 
bution plus full earnings on it, and half 
the company’s contribution plus half 
the earnings on it. The remaining half 
of the company’s contribution and 
earnings is credited pro rata to the 
remaining members in the fund. An 
employee cannot be fired without the 
approval of four of the five members 
of the Trustee and Advisory Commit- 
tee. 

No labor union has yet opposed 
Trubey’s profit-sharing plan, though 
unions usually do distrust and oppose 
such plans as devices to combat higher 
wages and labor organizations. Last 
year Trubey put the plan into effect in 
the Baltimore Porcelain Steel Com- 
pany. The local union, skeptical at 
first, now approves the plan. Workers 
frequently offer suggestions to increase 
profits, and complain when scarcity of 
materials slows down production. One 
worker bawled out a Bureau of Inter- 
nal Revenue inspector for the rate of 
corporation tax the company pays. 

This enthusiasm may be somewhat 
dampened in the case of workers who 
are near retirement when the plan is 
first started. The plan cannot be made 
retroactive. This is partially remedied, 
however, by making every worker over 
fifty a charter member of the fund, 
which means that if he leaves the com- 
pany for any reason, he receives his 
full share, including all the company’s 
contribution and all the earnings on it. 

The employee may get the money in 
a lump sum or in 11 annual install- 
ments. The Trustee and Advisory 
Committee decides this under what 
Trubey calls the “Blonde and Brunette 
Clause.” This clause ostensibly pro- 
tects a retiring employee who, because 
of senility or general susceptibility, is 
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liable to lose his head, and his retire- and expenses, and the cost ranges from 
ment money, to a sharp-eyed gold-dig- $500 to $3,000, depending on the size 
ger or an unscrupulous promoter. 7 pen 

Today the Profit Sharing Union is © > 
helping several large companies set up Kiplinger Magazine, October, 1947, 
the plan. Roeder charges for his time  p. 38:2. 
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New System to Contact Personnel in ; 
n 
O solve the problem of contacting a staff member with a minimum of time loss d 
and telephone tie-up, Filene’s (Boston) display department has devised a versa- acm 
tile location board for its reception office. prac 
Columns of equal space on the board are headed by names of the display ploy 
department divisions, such as: office, windows, interiors, sign shop, and carpenter f 
shop. Each space under these labels is marked with the name of an employee of on 
that division. Three hooks are provided in each space. maj 
At the right of the board is a section headed “Location Discs.” Appearing son 
here on hooks are metal-rimmed discs. Upon the face of each disc is printed a that 
store location or a reason for absence from the department. These include: 
window No. 4, vacation, gift shop, relief, lunch. Persons leaving the department fore! 
for any of these reasons remove an appropriate disc from the Location Disc section attit 
and hang it upon one of the hooks in their name spaces. Upon return to the depart- esti 


ment, they transfer the disc back to the inactive board. , 
Since the control board is close to the reception desk, it is easy for the secretary attit 





to contact staff members quickly. Explanatory nature of the discs eliminates the tion 
need for notes. 

—American Business 6/47 fact- 
cases 
arisi 

Getting Contract Suggestions from Foremen - 
or t 
UPERVISORS helped write the union contract at SKF, Philadelphia. In so WI 
doing, they became better members of the management team. : - 
Two months prior to the beginning of negotiations, some 150 foremen and Imag 
supervisors submitted their ideas for changes and improvements. All divisions throt 
and departments of the factory were represented on two main contract suggestion ;  ineff 
committees, each consisting of about 20 foremen. The members made certain ‘am 
their “territory” was canvassed for every single idea that might be hidden in the IS 1n 
recesses of each foreman’s mind. To check on the extent of participation, each treat 
plant superintendent carried the program down through his weekly foreman TI 
meetings, once again covering all the 150 supervisors, whether or not they were ; 
serving on a suggestion committee. ingly 
The methods as well as the subject matter of the bargaining table ceased enlis: 
to be shrouded in secrecy. Instead, confidence and understanding became the unde 
keynote of the day. Foremen were able to squelch rumor and misinformation 
with reliable first-hand information, because they were participating in the func- force 
tions of management. becor 
The 98 written suggestions collected by the committee men were presented to uses 
the company negotiating committee prior to actual bargaining, studied carefully, : 
then returned to the foremen for additional study or revision. Not all suggestions not ¢ 
stood up under popular discussion, of course. But the foremen learned much will 
about bargaining, and the program substantiated the truth that labor contracts = 
need not be developed solely at the bargaining table but rather should be a con- | 
summation of the constructive thinking of as many levels of management as * Man. 
possible. boro, 
—Factory Management and Maintenance 10/47 
Febru 
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Getting Results from the Exit Interview 
By E. G. MICHAELS* 


HOUGH the exit interview is gen- 

erally recognized as an effective aid 
in the appraisal of personnel policies 
and practices, and though personnel 
administrators readily accept it as a 
practical device for controlling em- 
ployee turnover, it is not a regular, 
formalized procedure today among the 
majority of companies. The chief rea- 
son for this lack of general adoption is 
that department heads, supervisors, and 
foremen frequently assume a defensive 
attitude toward the exit interview or 
actively resist it. Their uncooperative 
attitude in the installation and applica- 
tion of what is admittedly a valuable 
fact-finder stems from fear—in many 
cases justified, but in most instances 
arising from poor consultative manage- 
ment techniques or misunderstanding 
of the objectives of exit interviews. 
When a department head or foreman 
imagines that he is being evaluated 
through statements made by discordant, 
inefficient, or disgruntled employees, it 
is inevitable that he will feel unjustly 
treated. 

The exit interview program, accord- 
ingly, should be carefully planned to 
enlist the complete cooperation and 
understanding of the entire supervisory 
force. If this is done and supervisors 
become fully aware of the purposes and 
uses of termination interviews, they will 
not only participate in the program but 
will gladly be guided by information 
gleaned from this source. 





If the procedure is to be fully. effec- 
tive, machinery must be set up for ear- 
marking each termination for an inter- 
view. The plan may vary according to 
company policy and the facilities of the 
personnel department, but in every case 
the interview should be inaugurated by 
the foreman or the departing em- 
ployee’s immediate superior. The 
method usually accepted as most 
efficient is for the supervisor or foreman 
to notify the personnel manager at least 
one day before the last day of work, 
and to include with the notification an 
exit evaluation of the worker. At that 
time, an appointment is made for the 
interview, and the final pay check and 
exit evaluation form is attached to the 
employee’s record folder, which is sent 
to the member of the personnel staff 
who is to conduct the interview. (The 
foreman or other superior should be 
consulted by the interviewer in unusual 
cases or whenever circumstances indi- 
cate the desirability of a pre-exit con- 
sultation. ) 

The report of the interview should be 
returned to the supervisor or foreman 
—not to some higher level of manage- 
ment—at the conclusion of the inter- 
view. If the facts developed from the 
interview suggest the need of further 
exploration by higher management, the 
personnel department should attempt to 
elicit this suggestion from the super- 
visor himself. Only when first-line 
management feels that exit interviewing 


*Manager, Personnel Administration Department, Manufacturing Division, Vick Chemical Company, Greens- 


boro, N. 
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is designed to assist them and not to 
“put the finger on them” will they par- 
ticipate wholeheartedly in the program. 
Inefficient supervision that lacks the 
ability to improve itself will be shown 
up by this method just as soon as if the 
results were relayed directly to higher 
management. 

It is not within the scope of this arti- 
cle to discuss the basic principles or 
techniques of interviewing. (An excel- 
lent guide to the conduct of any type of 
personnel interview is provided by the 
American Management Association’s 
Manual of Employment Interview- 
ing.*) In some instances the inter- 
viewer will find it necessary to examine 
completely in advance all the available 
data on the personal history of the 
departing employee—e.g., age, refer- 
ences, education, health, attendance rec- 
ord, etc. Such advance planning often 
yields clues to maladjustments that 
might otherwise remain unsuspected. 

It is the responsibility of the per- 
sonnel department head to follow 
through where remedial action is called 
for, whether in personnel practices or 
working conditions. Ifa morale survey 
has been conducted by the company, 
one of the most effective methods of 
initiating the exit interview is to pro- 
vide the separatee with one of the ques- 
tionnaires used in the survey, and a 
quiet place to complete it. This will 
give the employee an opportunity to 
prepare himself mentally for the subse- 
quent face-to-face exchange of ideas. 
This procedure can be followed with 
good effect even in some cases of dis- 
charge. Whether or not notations are 
made during the interview, a detailed 
report should be prepared after each 
interview. If the information elicited 
during the interview has to be recon- 


* Research Report No. 9. $1.50, members; $2.25, 
non-members. 
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ciled with data in the personnel files, 
this should be cleared by the personnel 
department head at once. 


Much of the value of an exit inter- 
view is lost if it is not promptly and 
properly recorded. This is especially 
true where such interviews are em- 
ployed as a basis for charting morale 
trends and adapting peisonnel practices 
to changing conditions. In the Manu- 
facturing Division of the Vick Chemi- 
cal Company, every termination inter- 
view is duly recorded on a form evolved 
from experience gained since 1942. 
The front of the form comprises a re- 
port on the attitudes of the interviewee 
(toward his fellow workers, his fore- 
man, his wages, hours and conditions of 
work, training received, promotional 
opportunities, etc.) ; the reverse side is 
devoted to the findings and recommer- 
dations of the interviewer (on selection, 
instruction and training, etc.). Vick’s 
exit evaluation form, filled out by the 
immediate superior, appraises the em- 
ployee’s general intelligence, health, use 
of English, attitude, ability to create 
new ideas, personality, initiative, ability 
to get along with other jobholders, etc. 
When additional information is desired 
to assist in revision of some aspect of 
the personnel program (e.g., the sug- 
gestion system), the separatee is given 
a special form to fill out. 

According to the U. S. Department 
of Labor, for every 1,000 persons em- 
ployed by manufacturing industries 
during 1946 an average of 61 were 
separated from the payroll each month; 
43 of these were employees who left of 
their own volition. Here is a prolific 
source of useful information to be un- 
earthed by exit interviews—and, in- 
cidentally, an unparalleled opportunity 
for management to do a good public re- 
lations job on employees who quit or 


are discharged. 
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The Selection of Supervisors 


ELECTION of the first-line super- 
visor, generally made from among 
employees not previously performing 
supervisory functions, invariably pre- 
sents a difficult problem because of the 
lack of significant correlation between 
success in non-supervisory and success 
in supervisory positions. To help man- 
agement cope with this problem, some 
suggestions for supervisory selection, 
based on industrial, military, and gov- 
ernment experience, are offered here. 
While many types of selection method 
are included, it is not expected that all 
types would be needed in any one 
situation. 

Interest inventories.—There is rea- 
son to believe that the interests of 
supervisors and potential supervisors 
are sufficiently different from those of 
non-supervisory employees to justify 
the use of formal methods of measuring 
interests in supervisory selection. 

Mental ability tests —The data avail- 
able indicate the value of these tests, 
either for ranking purposes or on a 
pass-or-fail basis. 

Tests of technical knowledge and 
judgment.—The responsibilities of the 
supervisor for training and production 
indicate that his knowledge of the work 
to be done by those he will supervise 
should be measured. 

Organization, policies, and personnel. 
—A test of the employee’s knowledge 
of the structure of his organization, its 
policies, and key personnel has been 
found to be related to supervisory 
success, 

Supervisory judgment—An _ em- 
ployee’s judgment, as measured by a 
written test, in handling employee prob- 
lems and in applying techniques in 
fields such as employee training, rating, 
and utilization, while no guarantee of 
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future supervisory success, has been 
found to correlate with success as a 
supervisor. 

Reading comprehension.—The ability 
to interpret correctly a statement pre- 
sented in writing has been found to be 
related to supervisory success for cer- 
tain types and levels of work. 

Training courses.—Systematic re- 
cording of the performance of partici- 
pants in supervisory training courses 
should offer valuable guidance in super- 
visory selection. 

Oral interviews.—Recent develop- 
ments in this selection method, includ- 
ing improved rating scales and the use 
of group oral performance methods, 
seem to offer some hope that this 
method can contribute to the solution 
of this problem. 

Performance on the job.—lf super- 
visors are trained and encouraged to 
observe their employees from the point 
of view of detecting potential super- 
visors, and if those aspects of perform- 
ance in non-supervisory jobs which are 
related to supervisory success are iso- 
lated and reported accurately, this 
method—report of performance on the 
job—should provide much valuable 
evidence. 

Background information.—The iso- 
lation and measuring of background 
information about the employee, such 
as his experience and training, should 
contribute to the improvement of super- 
visory selection. ; 

Use of improved methods for the 
selection of supervisors will, of course, 
result in advances which will increase 
morale and production in any organiza- 
tion. It should be remembered, how- 
ever, that the best supervisors cannot 
eliminate losses in morale and pro- 
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duction that have at their roots poor top management and its representative, 
organization, uncertainty or lack of the supervisor. 
administrative policies, inadequate or By Mitton ManpbeELL. Personnel 
outmoded equipment and facilities, or Administration, November, 1947, p. 
a breakdown in communication between 22:2. 
Factory College A 
elc 

NY company would like to have a pool from which to draw thoroughly hour 

trained men. Ford Motor Company has done something about setting one up. ' 
Ford and Detroit’s Wayne University have established a five-year working-and- duct 
college course leading to the degree of Bachelor of Science in Industrial Both 
Management. . belie 

A group of 63 Ford supervisory employees have begun their first year’s | 
courses, alternating between shops and classrooms. agen 

Available courses include: personnel management, speech, English, industrial ity. 
organization, safety, factory planning and layout, product design, motion and time . 
study, economics, mathematics, production controls, process engineering, account- weiss 
ing, job analysis, manufacturing cost accounting, industrial purchasing marketing tion | 
and distribution. per 

Some of these courses are taken at Wayne during evening hours; most are earne 
held at Ford after regular working hours, using Wayne-approved study outlines. i 

During the entire five years the men are paid their regular salaries by the tion | 
company. Ford also pays all tuition bills. boost 

Any supervisor who has been with Ford five years can apply for membership . 
in the course, provided he meets certain requirements. These include: (1) trade ~ 
school and apprentice school education, or high school and apprentice school, or can ¢ 
high school and two or more years of college; (2) demonstrated administrative know 
ability; (3) age between 25 and 35; (4) ability to meet college entrance th 
requirements. * 

—Business Week 9/6/47 ploye 

pany 

. ats In 
Rating Plan Increases Productivity ides 

PERFORMANCE review plan developed, with the active participation of Amei 

factory supervision, by North American Aviation, Inc., insures pay increases did tl 
to meritorious workers, provides an indicator of employees qualified for promo- 1 
tion, steps up productivity. * 

The six basic factors on which each employee is rated are: Quantity of torice 
bse Quality of Work, Job Knowledge, Dependability, Cooperation, and Safety prodt 

abits. 

Both Quantity and Quality of Work are worth a maximum of 30 points 30.51 
apiece. Job Knowledge is 16 points, and Dependability is worth 10 points. books 
Cooperation and Safety Habits are worth 8 and 6 points respectively. Total the y 
maximum points is 100. 7 

A minimum of 40 points at each rating is considered necessary for an em- paid 
ployee to retain his job. ture” 

There is no reduction in an employee’s rate of pay where the performance 1936 
score, when correlated to the job rate range, indicates a rate less than that being . 
paid. An improvement in performance, as reflected by the performance score, it wa 
constitutes the only reason for a merit increase. tion 

Each employee receives a copy of his performance review after each regular years 
review period, together with any necessary additional advice by supervision. An i 
employee entitled to a merit increase as a result of the review receives a copy of cent. 
the rate change authorization. 2. 

Probationary employees are rated three times—after the third, sixth, and great 
ninth weeks of their period of probation. The score of such ratings determines . 
the employee’s rate of pay. Ings 

—Industrial Relations 9/47 from; 
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Worker Guaranteed 

NEW wage payment plan at Con- 
tinental Paper Company, Ridge- 
field Park, N. J., guarantees each 
hourly worker a fixed share of the pro- 
duction values he helps to create. 

Both the company and its employees 
believe this plan will foster labor-man- 
agement harmony and mutual prosper- 
ity. 

‘Tallow only four weeks’ opera- 
tion under the scheme, an additional 20 
per cent of the regular payroll was 
earned by hourly workers for distribu- 
tion according to its terms. This was 
boosted to 30.7 per cent in the second 
period. How much more employees 
can earn under the plan, no one yet 
knows. But this everyone knows— 
there is no more of a ceiling on em- 
ployee earnings than there is on com- 
pany profits. 

In obtaining the agreement of the 
union (United Paper Workers of 
America, Local 299, CIO), Continental 
did the following two things : 

1. Guaranteed to workers their his- 
torically “fixed” share in the fruits of 
production. A fixed percentage of 
30.51 was derived from the company’s 
books of accounts. This represents 
the yearly mean of the ratio of wages 
paid to the “value added by manufac- 
ture” for the five-year period from 
1936 to 1940 inclusive. Significantly, 
it was found that there was no devia- 
tion from this mean in any of those 
years in excess of one-half of 1 per 
cent. 

2. Provided an incentive both for 
greater output and for increased earn- 
ings by hourly workers as derived 
from: (a) savings in raw materials, 
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Share of Production 

supplies, fuel, power, and repairs per 
ton of output; (b) savings in labor 
cost (100 per cent goes to employees) ; 
(c) reductions in breakages, defectives, 
and returns; (d) increases in salable 
tonnage produced per year; (e) in- 
creases in prices of tonnage sold. 

These features have fulfilled the 
company’s desire to find an incentive 
plan that did not pay a bonus purely 
on physical volume. Quality cannot 
be sacrificed for quantity without pen- 
alty of lowered earnings. The com- 
pany also preferred the plan because 
increased earnings made possible under 
the first four of the five items under 
(2) above are largely controllable by 
the employees themselves. Theirs was 
to be the realization that higher wages 
stem both from greater output and 
lower operating costs. 

Under the plan, employees continue 
to be paid their legal and contractual 
straight-time and overtime rates of pay 
on established paydays. Additional 
share-of-production earnings are com- 
puted and paid at the close of each 
four-week period. 

At that time an accounting state- 
ment is prepared to derive the workers’ 
fixed share of 30.51 per cent of the 
“created” production values. If the 
amount already paid in base wages is 
less than this share, the differences are 
paid out as follows: 

1. One-quarter is placed in reserve 
against seasonal influences. 

2. The remaining three-quarters 
are divided in half. One-half goes into 
immediate cash payments to all hourly 
employees, and one-half is deposited in 
a new pension fund to provide retire- 
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ment income. Money in the latter fund 
is prorated and used to purchase single- 
payment annuities. 

If the total regular pay of employees, 
at contractual wage rates (including 
overtime), should exceed the dollar 
amount of share-of-production credit in 
any six-month period, the difference is 
absorbed by the company. Twice each 
year, just before vacation time and at 
Christmas, the reserve account is closed 
out. If this account shows a surplus, 
half of this surplus is paid in cash to 
the workers and half goes to the pen- 
sion fund. If the account shows a 
deficit, the company absorbs it, and 
starts the account clear for the next 
term. It is notable that in any one 
four-week period, the plan always pays 
out three-quarters of the amount due, 
regardless of the condition of -the 
reserve. 

The plan is not a profit-sharing plan, 
because workers receive not less than 
their contractual and legal regular 
rates of pay (including overtime) and 
additional earnings up to the dollar 
value of their fixed share-of-production 
values, whether or not the company 
makes any profit. 

The plan has combined some unusual 
advantages under one cover. Because 
it applies to all hourly-paid workers 
(including indirect and maintenance 


workers), it recognizes the efforts of 
workers as a team, and compensates 
each one on an equal basis. Since any 
changes in sales prices—which gener- 
ally reflect changes in living costs—are 
included in the formula, the plan auto- 
matically provides for cost-of-living 
adjustments in current wages, and 
eliminates distressing delays dependent 
on lagging labor-management negotia- 
tions. 

What does the company gain from 
this plan? Obviously it expects that 
increased output and lower costs will 
result from workers’ efforts to create 
greater production values. In one 
sense, management is gambling on in- 
creased production to exceed fixed 
costs. Thereby it hopes to climb more 
quickly and further beyond the “break- 
even” point at which it begins to realize 
profits. After that point is. reached, 
the company’s share will be 69.49 cents 
of each dollar of production value. This 
will go directly to profits (before taxes 
and after certain other expenses are 
covered) to take care of its stockhold- 
ers and expansion requirements. But, 
profits or no, the portion of 30.51 per 
cent of production values is guaranteed 
to the worker. 

By ALan J. WooprieLp. Factory 
Management and Maintenance, No- 
vember, 1947, p. 74:2. 


Pride in Product 
UPERVISORS of the McDonnell Aircraft Corporation, St. Louis, Mo. 


build up pride on the part of the workers in the product they make. 


is what the supervisors do: 


Show the worker the finished product. 


Here 


Give him the history or development of the product. 


Tell him how the product is used. 


Tell and show results of imperfections of workmanship. 

Inform him of company traditions in regard to quality of product. 

Show him points of quality of product in comparison with competition. 

Let him know customers’ reactions to product. 

Obtain letters from sales department and copies of advertising from public 


relations department. 


Ask him for ideas on product improvement. 
Inform him of company’s research efforts to improve product. 
Give workers credit for building product. 
—Management Information (Elliott Service Company) 1/19/48 
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The Reliability of Time-Study Standards 


ITH the unions currently press- 

ing management for more money, 
it becomes increasingly necessary to 
keep production standards within 10 
per cent tolerance limits. To do this, it 
is essential to have sound methods of 
judging the reliability of production 
standards set by time study. Discussed 
here are factors that may be used for 
such accuracy appraisal. 

The first factor centers around the 
time-study engineer. There are so 
many variables in the actual making 
and computing of a time-study stand- 
ard that only one with broad shop 
experience and/or considerable tech- 
nical knowledge and experience should 
be entrusted to this task. The stand- 
ards engineer should not only be 
equipped with standard time-study 
techniques but he should have a knowl- 
edge of statistics (sampling, probabili- 
ties, standard error, etc.). Above all, 
he should be able to apply these refine- 
ments in such a manner that they can 
be understood and used by the fore- 
men. 


The second factor to be considered 
is the rating or selection of the opera- 
tor. The rating of the operator is so 
important that it may be well to get 
the foreman’s cooperation in the initial 
selection of an operator to be studied. 
Against the apparent advantage of such 
a plan is the bias that might be set up 
in the mind of the observer. 

Because it is difficult to rate opera- 
tors accurately when they are much 
above or below normal, new operators 
should not be considered for time-study 
purposes unless check data are avail- 
able or the job will last but a few days 
so that a “wild” rate will not be long 
in use, 

The third factor that will affect the 
accuracy of the standard set is the num- 
ber of observations made. A good time- 
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study engineer will take several score 
of observations on short cycle work 
(less than a minute) before he can say 
with certainty that his final results will 
be within his plus or minus 5 or 10 
per cent limits. 

The number of time studies taken 
should also be considered. The typical 
time study is a 30 to 60 minute propo- 
sition. In the absence of check data, 
such a short study is not enough and 
may result in errors ranging as high as 
50, or even 75, per cent. Most of these 
errors are probably outside the prov- 
ince of the time-study engineer. Over 
a 30-minute period materials can be off 
by that much in some instances— 
either unusually good or very poor; 
cutting tools can be sharp or badly in 
need of dressing ; a wet day, a hot day, 
or low air or water pressure might 
throw off some jobs by a wide margin. 
Where, because of time or other con- 
siderations, it is necessary to limit the 
time spent on a time study to 30 min- 
utes, the rate established thereby should 
be temporary—no longer than 30 days; 
because if one pay check is issued which 
is 50 per cent higher than the others 
in a department doing similar work, 
the foreman and the company are in the 
doghouse so far as the rest of the de- 
partment is concerned. 

If you want 95 per cent reliable time- 
study standards within 10 per cent 
limits, insist upon multiple time studies, 
all-day studies, or standards built on 
standard data. 

The presence or absence of check 
data is another indication of the re- 
liability of a time-study standard. Such 
data are obtained from other studies. 
Let us, for example, assign the follow- 
ing hypothetical elements and values 
to a common operation such as address- 
ing envelopes in a typewriter : 


1. To get two boxes of en- 
velopes (500 per box; 
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distance 150 ft.)....... 1,0000 min. 


Time per envelope....... .0010 min. 
2. To open box and remove 
contents (1:500)....... .2500 min. 
Time per envelope....... .0050 min. 
3. To insert envelope into 
EO WELEBE ooo... dic. 0,010:050 .0200 min. 
Time per envelope....... .0200 min. 
4. To transcribe three-line 
address onto envelope 
from typewritten list of 
names. Average num- 
ber of letters on all 
three lines equals 50... .2000 min. 
ne per envelope....... .2000 min. 
5. To jerk out finished en- 
velope with left hand 
and lay on table at left 
(right hand approaches 
new envelope) ........ .0100 min. 
Time per envelope....... .0100 min. 
Total time/envelope..... 0.2360 min. 


If we allow 5 per cent for personal 
needs (24 minutes a day) and 1 per 
cent for preparation and clean up (five 
minutes per day) and if the data shown 
were obtained from a dozen or more 
time studies on several different typists 
all using the same kind of typewriter, 
then we might set a standard of 238 
per hour. 

Now, suppose an advertising cam- 
paign were to be directed overseas 
where a fourth line of the address is 
added consisting of 16 letters; we will 
assume the first three lines still average 
50 letters. Must we take another time 
study? Obviously, the standard data 
based on a dozen studies above will 
give us more reliable results than the 
single time study on this new job. For 
if the addition of this extra line is the 
only difference between the new job 
and the regular domestic jobs, the total 


Pricing the 


time will be increased by only 0.0625 
minutes and the standard on the new 
job will be 188 per hour—21 per cent 
less than the standard for the three- 
line job. 

Thus, if a study is made of this new 
job, the standard data worked up on 
the old job will serve as an excellent 
check. 

The final factor to be considered is 
machine speed or other limitations. On 
slow machine-paced operations, too 
often a standard has been set where an 
operator, through no fault of his own, 
is really only doing a fraction of a fair 
day’s work. When these limitations 
are overcome and the man is asked to 
perform a full day’s work, he feels the 
company is putting on the screws. 

The time-study engineer is remiss in 
his duty if he does not inform the fore- 
man when a standard is low because of 
some limitation. The foreman, like- 
wise, is remiss when he fails to tell the 
worker (and the steward) that a stand- 
ard is low and will be raised if and 
when machine and other limitations are 
removed. Under supervision of a com- 
petent industrial engineer who is not 
pressed for time, standards can be set, 
under favorable conditions, that are 
within a tolerance range of plus or 
minus 5 per cent. When materials 
and/or machine performance vary con- 
siderably, all-day time studies and 
standard data are necessary to average 
out shop conditions if results even 
within 10 per cent limits are desired. 

By Harortp R. Nisstey. Mill & 
Factory, November, 1947, p. 105:2. 


Scrap Heap 


O impress employees with the importance of cutting down on scrap and 
waste, Bundy Tubing Company, Detroit, exhibits typical items in the plant 
and in its employee paper, with the dollar-and-cents cost in big figures. Wiping 
rag that costs 6 cents is important, it is pointed out, because 2,000 disappear 


monthly—$120 loss. 


Boxes, cartons, odd-size wood scraps, oils get as much 


attention as the components of Bundy’s tubing. 
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Building Profit with Layout Teamwork 


UALITY Control, Maintenance, 
Personnel, Safety, Research, other 
departments—all are sources of cost- 
reducing, production-conscious ideas 
waiting to be exploited, if management 
will open the door and beckon them 
into layout planning. Because layout 
is usually approached from a strictly 
production angle, other plant functions 
—not obviously affecting production— 
are often overlooked by management. 
Also overlooked is the effect this has 
on the morale of key department per- 
sonnel, who consider this lack of coor- 
dination an affront to their knowledge 
and standing. 

Efficient plant layout requires close 
teamwork. With it are big advantages. 
For instance, safety engineers look for 
layout hazards that might cripple pro- 
ductive man-hours. Maintenance men 
try to arrange equipment for accessible 
repair, cheaper upkeep, easy house- 
keeping. 

In most companies that have no spe- 
cialized layout personnel, the plant 
manager, or the president, is the per- 
son to act as coordinator in achieving 
such teamwork. He will see that those 
responsible for executing the layout 
plans are given all necessary basic in- 
formation. All department heads will 
be informed as to the scope of the pro- 
posed changes, and a simple schedule 
set up for the tying-in of various de- 
partmental ideas and suggestions at 
progressive stages of layout design. In- 
tegrating this activity, ironing out dif- 
ferences of opinion, and contributing 
his own know-how, the coordinator will 
keep in constant touch with progress, 
insure that key personnel is being given 
sufficient time to make intelligent, thor- 
ough appraisals. 

Good example of the benefits of 
liaison in layout planning is offered 
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by Link-Belt Company, Philadelphia: 
When Link-Belt undertook its postwar 
modernization, few stones were left un- 
turned in an effort to guarantee results. 

Its personnel director, when called 
in for comment, realized the negative 
effect several worthy layout changes 
would have on some of the firm’s old- 
timers, many of whom had been work- 
ing at the same stand for years. Point- 
ing a finger at the proposed alterations 
and modernization of locker rooms, 
he suggested immediate changes. Im- 
proved worker comfort impressed em- 
ployees, paved the way for later inno- 
vations. 

Maintenance men at Link-Belt ac- 
company layout men into the shop, 
study machines to be relocated, suggest 
best method of laying them out to speed 
repairs, shorten expensive down-time. 

Many steps, much machining is saved 
when the quality control staff checks 
layouts for properly located inspection 
stations. Parts inspected after several 
machining operations might be rejected 
because of early machining operations. 
Inspection booths located to catch these 
substandard parts before additional 
work is done on them save time and 
material. 

Apex Electrical Manufacturing Com- 
pany, Cleveland, even seeks to forestall 
future union problems by asking stew- 
ards for layout suggestions. 

When department heads take part in 
layout planning, questions such as the 
following, plus many others, are 
brought up for action. To get an idea 
of the value of layout teamwork, check 
and see if plant layouts in your com- 
pany reflect the results of these queries : 

Engineering: (1) Will major design 
changes on current products affect fabri- 
cation methods, shop-work sequence, 


finishing or heat-treating specifications? ; 
(2) Will special fabricating machinery 
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be required for new products now in de- 
sign stage? Will raw material or pur- 
chased parts for new products need spe- 
cial storage facilities?; (3) Will size, 
shape, or weight of new or redesigned 
products alter requirements of materials- 
handling equipment? 

Executive: (1) Are all departments 
cooperating with layout personnel?; (2) 
Is layout being kept informed of major 





Quality Control: (1) Are inspection 
booths and stations located where they'll 
do the most good?; (2) Have inspectors 
enough space in which to work? How 
much walking and carrying will they 
have to do? 

Research: (1) Is anything now being 
developed that might affect materials, 
processes, or fabrication methods?; (2) 
Are these developments expected to move 


changes in management policy that might into the shop soon? 


affect its work?; (3) Is there a tendency 
to oversimplify, or overmechanize pro- 
posed layout? : 
Industrial Engineering: (1) Is enough 
workspace left around machines for 
proper operation? ; (2) Are machines and 
equipment located to give maximum mo- 
tion efficiency between operations in se- 
quence?; (3) Can _ materials-handling 
equipment at the machine be improved? 
Maintenance: (1) Is machine location 
accessible to lifting equipment?; (2) Are 
power connections for equipment instal- 
lations clearly indicated on the layout?; 
(3) Are all heating, lighting, ventilating, 
other service controls accessible? 
Personnel: (1) Are lavatory, locker- 
room, and wash-room facilities ade- 
quate?; (2) Are there convenient loca- 
tions for drinking fountains?; (3) Is the 
proposed painting scheme worker-relax- 
ing? Is lighting, ventilating, and heating 
equipment installed for maximum worker 
comfort?; (4) How many people will the 
cafeteria accommodate? Is it well lo- 
cated?; (5) Are there smoking areas? 
Recreational facilities? Parking and 
transportation accommodations?; (6) 
Can noisy machinery be isolated?; (7) Is 
there a particular group that won’t take 
to the new setup? If so, can anything 
be done now to help condition them? 
Production Control: (1) Is there 
enough area around machines to permit 
truck delivery of raw stock and parts 
supplies?; (2) How about aisle width? 
Will it permit two-way truck traffic?; 
(3) Are all stockrooms large enough, 
and well located?; (4) Are conveyors 
used to advantage? 


Sales: (1) Will production rates meet 
your sales estimates?; (2) Has sale 
estimate for new products, or those now 
in development stage, been made? 

Safety: (1) Does aisle width conform 
to safety regulations?; (2) Are entrances 
and exits well located?; (3) Is storage 
space for flammable materials property 
constructed?; (4) Does layout locate 
fire-fighting equipment, sprinkler systems, 
fire-detectors?; (5) Are hospital and 
first-aid facilities adequate?; (6) Are 
floor loads within the allowable limits?; 
(7) Do conveyors box anyone in? Can 
ramps be built over them to allow quick 
exit?; (8) Does layout satisfy all safety 
codes? 


Little, or nothing, is lost by adopting 
the “open-door” policy. Yet many top 
managements think they can do a bet- 
ter planning job on a one-, two-, or 
three-man basis. 

Lack of layout coordination is often 
caused by lack of company-wide co- 
ordination. A determined teamwork 
policy prevents layout sins, which often 
must be rectified at an expense amount- 
ing to hundreds of times the expense of 
preliminary discussions. 

Through foresight, today’s layout 
boosts tomorrow’s profits. 

Modern Industry, November 15, 
1947, p. 50:4. 





*CAPITAL INVESTMENT (tools, 


etc.) per worker in the United States 


increased from $2,115 in 1879 to $4,051 in 1946. During the same period the real 


wages of unskilled factory workers rose from 27 cents per hour to 


1.11 per hour. 
—The Foundation for Economic Education, Inc. 
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The Market: 1948 


IKE a heroine out of Evelyn 

Waugh, the U. S. market is best 
described as a splendid and provocative 
sight. It consists of 144 million people 
whose total income will probably come 
close to $200 billion in 1948. They are 
likely to spend at least $50 billion on 
food, $25 billion on clothing, $1 billion 
on beauty parlors and barbershops. 
They are the richest, ripest market the 
world has ever seen. To anyone who 
has anything to sell, a long look at the 
statistics of U. S. purchasing power 
becomes an intoxicating experience. 

But the U. S. market is something 
more—and something less—than raw 
money. It has texture and mood. The 
market of 1948 will be a wary market. 
With good reason, the consumer is 
going to be acutely sensitive to price; 
he will take better selling than U. S. 
business has expended on him in many 
years. 

How is U. S. business planning to 
meet 1948’s big, tricky market? The 
question is urgent: The skill with 
which business sells the big, new mar- 
ket can in itself be a prime force in 
keeping that market big. 

To sell the market skillfully, it will 
first be necessary to note the significant 
changes that have taken place within 
the make-up of that market. The most 
weighty of such movements are the 
following : 

While the national total of real in- 
come has increased about 40 per cent 
between 1940 and 1947, the amount of 
money available for “discretionary 
spending” has grown by about 160 per 
cent. This means there is something 
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like $70 billion available for savings, for 
more and better food, clothing, and 
housing than the consumer bought in 
1940, for household furnishings, auto- 
mobile operation, and the whole gay 
gallery of things the U. S. can theoreti- 
cally take or leave alone: liquor, 
tobacco, radio, rumba lessons, and 
so on. 

Movements within the population 
have also been significant. While total 
population has been increasing 9 per 
cent since 1940 (as compared to 7.5 
per cent in the previous decade), the 
number of families has grown by 12 per 
cent. 

Since 1940 the farm population of the 
U. S. has declined nearly 10 per cent 
(from 30 million to 27 million), while 
the population of cities and towns of 
more than 2,500 has grown nearly 13 
per cent (from 74 million to 84 
million). 

The birth rate, which reached 21.5 
per thousand of population in 1944, as 
compared to an average of 17.3 in the 
decade of 1931-40, has now surpassed 
its wartime record and moved up 
to 26.2. 

The number of people between 55 
and 65 has grown 21.5 per cent since 
prewar; the over-65 group is 20 per 
cent larger than prewar. 

Finally, it is necessary to note certain 
important long-term trends in the com- 
position of the U. S. market. Ever 
since immigration quotas went into 
force in 1924, the proportion of foreign- 
born in the U. S. population has been 
declining. This means a more and 
more cohesive national market. The 
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steady increase in the proportion of 
high-school graduates and _ college 
graduates to the total population is a 
somewhat similar influence. And the 
gradual reduction in the average length 
of the workweek means a continuous 
expansion of markets for the things 
people use in their leisure. 

The meaning of most of this motion 
within the market is plain enough, if 
stable price relationships could be 
assumed: The U. S. can buy for 
pleasure on a prodigious scale. 

But of course these agreeable vistas 
will fade if price inflation continues at 
its current pace. At the same time, 
nothing could be more dangerous than 
an assumption by sales strategists that 
they are helpless in the face of 1948’s 
numerous uncertainties and can only 
stand by and hope for the best. The 
market, at least in part, will be what 
they make it. 

The sales preparations of business 
for 1948 do not hold the promise of 
changes as far-reaching as those once 
set in motion by the mail-order house, 
the chain store, installment buying, or 
the self-service supermarket. Minor 
novelties are plentiful, but no one has 
come up with a new selling idea as 
startling as the idea of a $200-billion 
market. 

Advertisers are once more blaring 
out the terms of prize contests and pre- 
mium offers. One New York drug- 
store will shortly test a device for show- 
ing each customer his “service se- 
quence” as soon as he is seated at the 
soda fountain ; a small metal box lights 
up with numbers, while color ads are 
run off on a miniature screen. Stores 
all over the country are experimenting 
with nurseries for their shoppers’ 
children. 

One authority estimates that the 
1947 expenditure by business for mar- 
ket research amounted to at least $50 
million, contrasted with 1940’s $10 or 
$15 million. 
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Some wholesalers, for example, Ely 
& Walker, St. Louis dry goods house, 
have established their own retail out- 
lets. Meanwhile, group buying among 
independent retailers is on the increase; 
one of the most recent developments is 
the purchase of several middle-western 
warehouses by the National Association 
of Variety Stores, a group of some 
800 independents. 

In all the panorama of the U. S. 
market place, perhaps the most striking 
changes are those that have been 
brought about by the raids of low-cost, 
high-volume operators on the most 
profitable lines of the high-markup re- 
tailers. The high-markup operators 
can counter-attack, of course, by trying 
to take over high-volume items that will 
spread their overhead over heavier 
sales. This churning is an old story in 
merchandising, but it is more wide- 
spread and more violent today than at 
any time since the desperate competi- 
tion of the early thirties. In the process, 
many will get their fingers burned; 
stores accustomed to operating on 35 
per cent markups can sometimes run 


up a sizable deficit before they find out . 


why the shop next door takes 50 per 
cent. But here and there the infighting 
will lead to lasting cost reductions and 
savings to the consumer. It is the 
healthiest thing in U. S. selling today. 

Victor Lebow, general sales manager 
of the Chester H. Roth Co., Inc., 
hosiery manufacturers, is one of the 
most astute observers of the current 
marketing flux, which he likes to 
describe as retail “arbitrage.” The 
shifting relationships in the average 
markups of various types of retail out- 
let create profit openings as obvious, to 
his way of thinking, as the classic 
speculative opportunities in a free ex- 
change of currencies. Mr. Lebow 
speaks from considerable experience. 
Roth, after getting its socks into the 
Schulte cigar stores 10 years ago, is 
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now moving them through auto-acces- 
sory, drug, and variety stores, super- 
markets, and newsstands ; they can even 
be found in clothing stores. 

In 1948, retail arbitrage is likely to 
be especially lively in the border zone 
between the highest price lines of the 
variety chains and the merchandise of 
department stores catering to middle- 
and lower-income groups. 

All factors considered, fair price is 
the best piece of salesmanship that can 
be devised for meeting the market of 
1948. Salesmanship divorced from 


sound pricing will be net waste, and 
the more skillful the salesmanship the 
greater the dangers to the economy. In 
fact, the responsibilities of salesmanship 
in the current year’s market may even 
include the task, reminiscent of war- 
time, of restraining demand in certain 
markets. In markets whose labor and 
materials are in good supply, however, 
the salesman must again take up his 
classic role of cultivating demand for 
the goods that must be ordered in vol- 
ume if they are to be cheaply produced. 
And this is a sizable assignment. 
Fortune, November, 1947, p. 77 :14. 


Sex Differences in Relation to Marketing 


ORE men than women are color- 
blind. Men are more dominant, 
more self-sufficient, more extrovert 
than are women. Women are more 
interested in people, more humani- 
tarian, more inclined toward intensity 
in their likes and dislikes than are men. 
Men surpass women in mechanical 
ability ; women surpass men in linguis- 
tic ability. So say experimental psy- 
chologists who have made _ studies 
during the last two or three decades of 
characteristic differences, in physical 
and mental aptitudes, personality, view- 
point, emotional behavior, and interests, 
between the sexes when they react in 
the mass. Since the differences dis- 
covered have definite value for adver- 
tisers, sales executives, and planners of 
products and packages, the most signifi- 
cant of them are presented here and 
their marketing implications indicated. 
According to the psychologists, men 
have a faster reaction time than women, 
on the average. The difference is sig- 
nificant and applies to both auditory 
and visual stimuli. This means that the 
tempo of demonstrations and sales 
presentations and the timing of radio 
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commercials and programs designed to 
appeal primarily to women should be 
slower than in similar promotional ma- 
terial prepared for men. 

Women, on the other hand, are better 
at tasks requiring rapid adaptation of 
response and shifts of attention. Thus, 
in sales appeals to women, the transi- 
tion from idea to idea may be rapid and 
frequent without loss of effectiveness. 

Estimates of the prevalence of color- 
blindness run from 2 to 8 per cent 
among men and from .01 to 1 per cent 
among women. This indicates that the 
use of color, effective in advertising 
directed at women, will awaken no 
response at all among many of the men 
an advertiser is seeking to impress. 
Further, because women differentiate 
between shades of color more readily, 
and prefer such shades or gradations 
more generally, than do men, product 
designers and commercial artists will 
find it desirable to use shades and 
tinges of color to a much greater extent 
in appealing to women. Appeals to 
men can better be made by use of solid, 
undiluted colors. 

Women have more musical discrim- 
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ination than men have. This seems to 
indicate that musical radio programs 
will be more attractive to women, and 
that the planners of such programs may 
find it worth while to be more discrim- 
inating in their selection of musical 
numbers in material designed to appeal 
to women than in that prepared for 
men. 

Various tests to determine differ- 
ences between the sexes in interests and 
attitudes indicated that men’s interests 
are more dynamic and mechanical than 
are those of women. Their attention is 
captivated by such things as sports, 
science, engineering, mechanics, adven- 
ture. Men are more interested in theo- 
retical matters and abstractions than 
are women, whose attention seems 
rather to focus upon the individual and 
the concrete. Women are more ab- 
sorbed in people than men are; their 
interests run more to matters of social 
contact and convention, literature and 
books, music, religion, art, education, 
the theatre. 

These findings point up the impor- 
tance of appealing to women, to a 
greater extent than to men, not only in 
the sale of products that play a part in 
conventional social life but also through 
the use of social situations in promo- 
tional material. 

Sales material, to influence men, 
should be dynamic, involve action and 
movement; to influence women, it 
should be artistic and aesthetic. . 

The psychologists have found no 
superiority of one sex over the other in 
native intelligence. They have dis- 
covered, however, that the intelligence 
of the sexes is to some extent special- 
ized in different directions. In general, 
women have greater linguistic ability 
than men. In practically all tests in- 
volving knowledge of and skill in 
manipulation of words and language, 
women are superior. 
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Generally, men’s ability to under. 
stand and manipulate numbers is def- 
nitely greater than that of women. This 
difference seems to extend to all types 
of mathematics, as well as to the under. 
standing and non-mathematical manip. 
ulation of numbers. In addition, men 
surpass women in mechanical ability, 
This includes not only manual deftness 
in handling tools and machines, but 
mental ability in understanding and 
dealing with mechanical concepts. 

There is fairly reliable evidence indi- 
cating that men are speedier, but 
perhaps less accurate, in perception 
than women are. They are, in other 
words, quicker to see and appreciate 
differences between objects or ideas 
than women are, but perhaps less 
accurate in such perceptions. 

Women are likely to be more appre- 
ciative than men of precision in the use 
of language in sales material. The 
influence of written material upon them 
is likely to be greater than upon men 
because they are more at home with it 
and more facile in its use. 

While statistics may have a reason- 
ably potent appeal in sales material 
directed to men, they are likely to be 
much less convincing to women. When 
it is necessary to present statistics in 
selling to women, it would probably be 
wise to buttress the figures by descrip- 
tions of what they show and to endow 
them with life whenever possible, by 
illustrating them in terms of person- 
alities, 

There seems to be fairly general 
agreement among experimental psy- 
chologists that women tend toward 
introversion, are more apt to be 
“absentminded, day-dreamers and sus- 
ceptible to criticism,’ while men are 
more inclined to be extroverts—to have 
greater interest in things than im 
theories, to be interested in action and 
in aggressive and expressive attitudes. 
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The appeal to the extrovert must be 
primarily on the basis of matters ex- 
ternal to himself, since he reacts more 
positively to his environment than to 
the “voice from within.” He will be 
influenced by a sales approach which 
relates him to the things and people 
around him. He will respond to sales 
material that invites him to “go places 
and do things.” Promotional material 
directed at the extrovert should call for 
him to act, not analyze. He is also apt 
to be affected by what other people 
think of him, and he is apt to be sus- 
ceptible to copy based on the appeal of 
personal popularity. 

To motivate the introvert, appeals 
should be couched in terms of the pros- 
pect’s analysis of his thoughts and emo- 
tions and of the furniture of his own 
personality. 

At least outwardly, men are more 
influenced by the desire to control other 
people and events than are women. 
Anything that may be expected to help 
them in the effort to do so is likely to 


be attractive to them. This finding 
seems to indicate that they are the 
prime movers in the national pastime 
of “keeping up with the Joneses” and 
that vendors of “ostentatious consump- 
tion” goods should appeal to them on 
that basis. 

Several of the conclusions discussed 
above seem contradictory and fail to fall 
into a logical pattern. Thus, it is not 
logical that women—typically more 
introvert than men—should also be 
more interested and active in social 
affairs. These contradictions do not 
necessarily detract, however, from the 
value or validity of the observations but 
rather reflect the fact that people are 
not always consistent in their reactions 
—either individually or in the mass. 

So long as the business man is rea- 
sonably sure of the existence of certain 
differences in group reactions, he can 
profit by taking cognizance of those 
differences. He need not be able to 
reduce them to a logical pattern. 

By R. S. ALExanpEeR. The Journal 
of Marketing, October, 1947, p. 158:15. 


What's the Trend on Cash Discounts? 


LL pe tge noemegd a legitimate and desirable credit and collection device, the 
cash discount in recent months has been eliminated or drastically reduced 


in numerous fields. 


In many quarters, such moves have been interpreted as dis- 


guised levers for unjustifiably raising prices and adding to the dangers of inflation. 
To determine the buyer’s point of view on and experience with the practice, 
Purchasing queried purchasing agents representing a cross-section of industry in 


all parts of the country. 


Fifty-seven per cent of the respondents reported that fewer suppliers are 
offering cash discounts; 38 per cent reported no change; 5 per cent said they were 


receiving more discounts. 


In response to the query, “Has there been any substantial change in the amount 
of discount allowed by those suppliers who follow the practice?”, 53 per cent 
reported a decrease in the amount, only 4 per cent reported an increase. 

Fifty-six per cent of those queried are influenced in their choice of a supplier— 
all other things being equal—by the availability of a cash discount. 

Seventy per cent of the respondents make it a policy to pay for goods before 
actual delivery in order to take advantage of a cash discount. 

To the query, “Does your company offer cash discounts?”, 64 per cent of the 
respondents answered yes; 36 per cent, no. 

Eighty-five per cent of the respondents feel that the practice of offering cash 


discounts is economically sound. 
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—Purchasing 12/47 
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The New American Market 


OR the first time in history, the 

new American market is close to 
being a real national market. No 
longer is it a cluster of regional mar- 
kets. It is both larger and more homo- 
geneous than ever before. Luxury 
goods are distributed widely today in 
cities which New York’s sophisticates 
still can’t think of as civilized. Factory 
smokestacks now dot landscapes that 
used to be barren of all but white cot- 
ton bolls or waving wheat. Now you 
can run along the Pacific or Gulf coasts 
and get the feeling of teeming urban 
metropolises such as formerly charac- 
terized only the Lake Shore or the 
Atlantic seaboard. 

The changes that fashioned this new 
national market are many and varied 
and have been taking place gradually 
since 1939. The most fundamental 
change occurred in the pattern of na- 
tional income. Over-all, the southern 
and western regions, which had climbed 
from 35.8 per cent of U. S. income in 
1929 to 38.4 per cent in 1939, moved 
up to 43.3 per cent of gross income 
in 1946—and to 44.3 per cent of net 
income after federal taxes.. 

The New England and Middle At- 
lantic regions, on the other hand, began 
to account for smaller shares of the 
national income. The Great Lakes 
region was just about holding its own. 

These shifts in income occurred in a 
seven-year period loaded with economic 
dislocations, distortions, expansions, 
and contractions. With all this eco- 
nomic upheaval, there was a big boom 
in business. 

As regional incomes rose, regional 
sales climbed, too. 

But, because some regions did better 
income-wise than others, they also did 
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better from a sales standpoint. And 
the faster gainers as a result wound up 
with larger shares of total sales. 

The Far West, for example, had an 
increase of 172 per cent in retail sales 
along with a 195 per cent income ad- 
vance. Consequently, its share of 
U. S. sales, which was 11.6 per cent 
in 1939, moved up to 13.7 per cent in 
1946. Actually, the Far West gets a 
bigger cut of U. S. sales than of U. S. 
income. This is due partly to spending 
of outsiders—tourists mostly—within 
the area. It is also partly accounted 
for by spending on gasoline and autos 
for transportation ; elsewhere more of 
that spending goes into train and bus 
fares, which are not classed as retail 
sales. 

The Middle Atlantic region is a con- 
trary example. Its income increase 
was 110 per cent, while its sales 
increase was 104 per cent. In 1939, 
this region accounted for 31.3 per cent 
of national income; by 1946, it had 
slipped to 27.4 per cent. At about the 
same ratio, the Middle Atlantic share 
of U. S. sales moved downward from 
27.2 per cent to 24.1 per cent. Less of 
each income dollar is spent here for 
several reasons: Federal taxes take a 
bigger bite out of this region’s income; 
high taxes are accompanied by higher 
savings rates; and more is spent on 
rent, transportation, and services. 

The marketing changes during the 
war and postwar years were marked by 
several significant trends: an acceler- 
ated trend toward a larger urban popu- 
lation (the shift from farm to city even 
swept Texas, for example, into the list 
of states having larger urban than rural 
populations) ; industrial decentraliza- 
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tion—which is cutting the relative in- 
dustrial importance of older regions, 
increasing the importance of newer 
regions, such as the Far West and 
South and industrializing smaller-sized 
cities ; the redistribution of income be- 
tween salaried employees and wage 
earners—with the latter gaining ground 
rapidly. 

What does the national marketing 
picture look like as a result of these 
changes? 

First of all, how is the population 
dispersed ? 

The Far West was the outstanding 
gainer and the Farm West the only 
loser as a result of wartime and post- 
war population changes. As between 
the three northeast sections—the Great 
Lakes, Middle Atlantic, and New Eng- 
land regions—on the one side, and the 
four regions of the south and the west 
—the Far West, Farm West, South- 
west, and Southeast regions—on the 
other, however, the 1939-1946 shifts 
made little over-all change. The North- 
east proportion of U. S. population 
drifted from 49.7 per cent to 49.3 per 
cent in those years, a loss of 0.4 per 
cent. While the nation as a whole grew 
by nine million people in that time, 
the Far West gained almost four mil- 
lion, the Great Lakes about two mil- 
lion, and the Middle Atlantic by about 
one million. Percentage-wise, of 
course, all changes were small except 
that in the Far West. 

Now, what about income? All over 
the nation the increase in income from 
1939 to 1946 far exceeded the original 
1939 total. So dollar-wise, every mar- 
ket grew substantially. But southern 
and western markets grew more than 
the northeastern. (The Great Lakes 
percentage increase was almost exactly 
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the same as that for the country as a 
whole.) Population fed the income 
gain in the Far West, but increases in 
per capita income were behind the rise 
in the other three regions. Since the 
Southeast, Southwest, and Farm West 
started with below-average income per 
person, their share of U. S. income is 
smaller than their share.of U.S. popu- 
lation. But the differences between 
regions in this respect are narrowing 
and income shares are moving closer 
to population shares. 

Finally, what about sales? The re- 
gional sales picture differs from the 
income picture in one main respect: 
The Middle Atlantic share of U. S. 
sales is a good bit less than its share 
of national income, whereas the sales 
shares of the southern and western 
regions are greater than their income 
shares. New England and the Great 
Lakes have slightly smaller percentages 
of total retail sales than of income. In- 
deed, the four regions of the south and 
west accounted for 47.5 per cent of 
U. S. 1946 retail sales—midway be- 
tween their income share of 43.3 per 
cent and their population share of 50.7 
per cent. As for the changes in shares 
of retail sales from 1939 to 1946, they 
in general follow the patterns already 
traced out for income: The south and 
west gained at the expense of the 
northeast. 

The foregoing are the major trends 
and major characteristics of the 1948 
market. The picture is clear to see: 
The American market is definitely not 
the market of prewar days. It is the 
market of 1948, and it has a “new 
look.” It invites careful exploration 
from the marketers of America. 

Business W eek, December 20, 1947, 
p. 61:12. 
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CIO's Co-ops 


66 CAN get it for you wholesale!” 
That’s what CIO unions across the country are telling their members in a 
drive to take some of the sting out of the rising cost of living. 

Local unions in several cities are buying groceries in wholesale lots for dis- 
tribution to dues-payers. The locals plan to sell hardware, furniture, and “other 
products” to their members if prices continue to rise. 

As part of this campaign, the union is circulating a pamphlet among its 
membership plugging union-run cooperatives. Regardless of what the unions can 
do about getting higher wages for members, says this brochure, they still can’t 
lick industry’s “produce-cheap, sell- dear policy. ” Labor is rediscovering the con- 
sumer cooperative movement in its “search for a price program to go with our 
wage program,” the booklet adds. 

Volunteer union workers serve as clerks without pay in the grocery distribu- 
tion centers now operating. In most instances, union halls are the “grocery 
stores.” With no overhead to speak of, the unions can sell food at just about 
what they pay for it. None of these selling ventures as yet operates on a full-time 
— . aed the workers run them only on Saturday or other days off from 
their jobs. 

The CIO’s United Auto Workers initiated the direct-from- the-wholesaler 
idea. Its Ford Local 400 at Highland Park, Mich., began peddling groceries last 
September. CIO officials report the store “sold out its entire stock as quickly as it 
could be handed out.” It claims sales now total $4,000 to $5,000 weekly. 

Union cooperatives can help wipe out “monopolies and production restrictions,” 
the CIO pamphlet literature maintains. It says they can mean the end of ‘ ‘wasteful 
advertising and fancy merchandising.” Cooperatives, it explains, can help labor 
stop spending its money for the products of private corporations “which oppose 
labor’s program at every point.” 

The booklet advises unions to open membership in their cooperatives “to 
anybody in the community who believes in what the workers are doing, whether 
he belongs to a union or not.” It points out that cooperatives with union members 
only may well go broke during a prolonged strike. 

Thus unions are already playing an important role in the constimer coopera- 
tive movement, which did a business of $657,500,000 in 1945, according to latest 
Bureau of Labor Statistics figures. 

—S. H. Scuersra in The Wall Street Journal 10/11/47 


Tips for the Sales Department 


EN a General Foods Corporation executive goes traveling, he carries with 

him postage-paid printed cards, addressed to General Foods Sales Division, 

on which to note hotels, restaurants, airlines, railroads that do not serve GF 

products. Cards have list of GF brands to make checking easy. Secretaries make 
certain the travelers keep up their stock of cards. 

—Modern Industry 1/15/48 








AMA PACKAGING CONFERENCE AND EXPOSITION 
A Conference and Exposition of the Packaging Division of the 
American Management Association will be held April 26-30, 
1948, at the Auditorium, Cleveland, Ohio. 
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What Women Like and 


LAPSE of six years, a world war, 
A and the advent of some new liv- 
ing habits haven’t changed the Amer- 
ican housewife’s ideas about what 
makes a convenient and desirable food 
or grocery store product package. This 
fact is definitely established in a new 
survey made for Sales Management 
among a group of 455 women in 10 
cities throughout the nation. 

Following are the highlights of the 
current findings: 

1. Women are influenced in their 
preferences and dislikes about packages 
from six angles—all matters of prin- 
ciple: Is it easy to open? Is it 
convenient—and sanitary—in storage 
when partly empty? Does it function 
correctly in the cooking operation? 
(Example: Is it convenient to meas- 
ure baking powder or spices?) Does 
it make purchasing easier, faster or in 
some other way more satisfactory? Is 
the container re-usable? (This latter 
applied especially to glass.) Does the 
package in any way save time or labor 
in the kitchen? 

2. The greatest volume of adverse 
criticism among this survey group was 
directed against the pry-up metal type 
of closure. Reasons: hard to get off 
without chipping glass, doesn’t re-seal 
tightly, doesn’t allow re-use of the con- 
tainer. 

3. The greatest volume of favorable 
comment centered on screw-type clos- 
ures, both metal and plastic. 

4. Despite all the Can Manufac- 
turers’ Institute has had to say about 
tin, women are still afraid to store 
foods in opened cans. (Can companies 
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Dislike About Packages 


have a double-barreled job to do—one 
with consumers, one with packers— 
to combat their alert glass competition. 
They have new things to talk about. 
Examples: one-serving cans of fruit 
juice for quick food service establish- 
ments; a new process which improves 
flavor and color of certain vegetables; 
even a new wrinkle which will enable 
food packers to put out “separated” 
vegetables—as_ distinguished from 
mixed vegetables—by use of parch- 
ment to separate food layers.) 

5. Housewives generally like the 
idea of buying fresh fruits and vege- 
tables in clear transparent wrappings. 

6. More than two-thirds of the re- 
spondents expressed preference for 
screw caps, spouts on packages, win- 
dow packages, inner wraps in card- 
board boxes, and re-usable containers. 
More than half voted against metal pry- 
up tops, corks, unstable bottles, sar- 
dine cans. 

7. Most-complained-about _ prod- 
ucts: milk in paper containers (leak- 
age), olives (tall narrow unstable 
bottles, necks too narrow), sugar 
(packages leak), jelly, jam, and pre- 
serves (pry-up metal caps), pickles 
(pry-up metal caps), peanut butter 
(pry-up metal caps), cereals (don’t 
stay fresh—not enough inner wrap- 
ping), catsup (variety of complaints), 
dry foods in transparent wraps (break- 
age on shelf causes spills). 

Manufacturers are reminded that the 
housewife is interested in the func- 
tional performance of the package in 
the kitchen as a part of the cooking 
and housekeeping operation. 
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The instability of the tall, thin con- 
tainer carrying vanilla, capers, mara- 
schino cherries, etc., is the most thor- 
oughly obvious packaging fault that 
hasn’t been sufficiently corrected. Aside 
from this, certainly the next most obvi- 
ous and most general fault is charge- 
able to the container that isn’t sanitary 
after it has been opened. Any card- 
board box that has to be slit around 
three sides of the top is an example. 
Swansdown and Bisquick have over- 
come this by a new type of lid which, 
when opened properly, provides a slip- 
in flange for resealing, and housewives 
like both. The same objection—not 
sanitary for reseal and storage, plus the 
difficulty of opening—is what’s behind 
the general antipathy to the pry-up 
metal cap for glass containers. 

If there is a greatest common de- 
nominator of meaning in SM’s surveys 
on packages, it is this: Entirely too 
many packages are in some substantial 
degree unsatisfactory to the consumer. 
Individual manufacturers who have not 
polled housewives in a single, or con- 
tinuing, study of their attitudes toward 
presently used packages should do so— 
and should key their inquiries to the 
viewpoint of the homemaker. 

Ask yourself the following questions 
about your package: 


1. Is the package easy for a woman 
to carry home from the grocery store? 

2. Can a woman open it quickly 
and cleanly—without undue exertion of 
muscle, without spilling, without cut- 
ting her fingers, without damaging the 
contents? 

3. After the package is open, and 
part of the contents are used, can it be 
recovered or re-capped tightly enough 
to meet the housewife’s high standard 
of sanitation? Tightly enough not to 
evaporate? To give off odor in the 
refrigerator ? 

4. Is the product convenient to 
pour, measure, otherwise extract from 
its container on each use? 

5. Does anything unpleasant hap- 
pen to the package when it stands on 
the shelf or in the refrigerator? Leak? 
Scatter grains? Tip over too easily? 
Rust? Get brittle and break (trans- 
parent plastic) ? 

6. If your product is a liquid or 
part liquid, does the container dribble? 

7. How long will a partially used 
container of your product stay fresh 
under normal conditions? 

All these things are important to the 
consumer. They can count for or 
against your product. 

By A. R. Haun. Sales Manage- 
ment, November 10, 1947, p. 48:3. 


Ten Commandments for Launching a New Product 


1. Stay close to your own field. 

2. Be sure you have an intimate knowledge of your own market and the com- 
petitors in it. 

3. Be sure the product you launch is completely new. 

4. Be certain your product can be made in commercial quantities and still preserve 
all its laboratory-tested qualities. 

5. Honor your legal counsel and all his advice. 

6. Never send an advertising boy out to do a man-sized job. 

7. In the 45 of the 48 states where Fair-Trade Laws are in operation, make fair- 
trade contracts. 

8. Thoroughly brief your salesmen with all the scientific and advertising facts 
about your new product. 

9. Organize a system of allocating orders based on planned production to assure 
the product national distribution before advertising begins. 

10. Remember point-of-sale displays and key your packaging and displays to 


impulse buying. 


—D. H. Witrams in Advertising & Selling 11/47 
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Returned Goods: Indicators of Packaging Failures 


as merchandise sent back to the 
manufacturer for any of a variety of 
reasons—frequently because of some 
type of package failure. - Proper or- 
ganizational setup for analysis of the 
qualitative and quantitative factors 
which cause goods to be returned can 
provide useful information concerning 
the adequacy of packaging—informa- 
tion that reveals the results of the con- 
clusive package test: exposure of the 
package and the product under actual 
field conditions through shipping, 
warehousing, storage on the merchant’s 
shelf and in the home. Not all kinds 
of returned goods, however, can be 
used to develop this packaging informa- 
tion. Thus, returned goods must first 
be classified : 

The first category includes goods re- 
turned for sales-policy reasons. These 
cannot reliably be used to develop in- 
formation about packaging perform- 
ance, since they may not have gone 
through all the channels and times of 
the merchandising cycle or have been 
in the field for a long time. Included 
in this category would be goods re- 
turned in connection with merchandis- 
ing plans and sales drives, overstock- 
ing in warehouses, and misdirected 
shipments. The returned goods in this 
classification which might be con- 
sidered, however, are those resulting 
from the picking up of store stocks of 
outdated or over-aged goods. Samples 
of such returns should be carefully 
studied to determine the effect of age 
and exposure on the package and to 
determine how long the package can 
keep the merchandise salable and 
usable. 

The second category includes goods 
returned because of accidents, disaster, 
or other unusual or non-repetitive 
hazards. Little useful information 


peer goods can be defined 
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concerning the strength or character- 
istics of the shipping case or package 
can be learned from these returns be- 
cause failure was caused by abnormal 
circumstances. 

The third category of returned goods 
includes failures resulting from exces- 
sive time in warehouses or on store 
shelves and also goods returned by 
customers because the product is un- 
usable, contaminated, unpalatable, or 
otherwise unsatisfactory. 

Packages which remain too long on 
store shelves or on display or even 
under certain conditions of storage will 
deteriorate—as will their contents—to 
the point where they will be withdrawn 
from sale either by the seller or by the 
manufacturer’s representative. This 
group of returns is valuable in deter- 
mining and maintaining the facts con- 
cerning the actual performance of pack- 
ages in the field. There are many 
reasons why such goods are returned, 
and many of them have to do with the 
package. It is important that such re- 
turns be carefully inspected, analyzed, 
and the data tabulated. 

The manner in which a_ well- 
integrated customer complaint and re- 
turned-goods analysis and tabulation 
(or summary) will help the packaging 
engineer is shown by the following 
example: 

A nationally distributed cocoa prod- 
uct had for many years used a 
fiber-bodied can with metal ends. The 
package development department had 
evidence from returned goods that their 
container was marginal in the moisture 
protection in certain areas and in some 
seasons. The decision was made to 
improve this package by the use of 
a moisture-resistant lacquer on the 
label, and this change required the use 
of a special adhesive to hold down the 
label overlap. A complete testing pro- 


97 








gram showed excellent results, and the 
changes were put into production. 
Some time later the complaints and 
returned goods began to decrease, par- 
ticularly from the critical areas. Then, 
however, letters and returns began to 
come in with the complaint that the 
product had an odor of mothballs. 
This resulted in investigation by a 
packaging engineer. Since study of the 
packing dates taken from the returned 
units showed no correlation with prod- 
uct batches, the cause appeared to be 
in the package; and, since this com- 
plaint was a new one, the redesign 
features seemed to harbor the cause. 
Investigation of all phases of each new 
component of the improved lacquer 
and the new lap adhesive finally showed 
the cause of the strange odor and also 
the reasons for its variable intensity 
and erratic occurrence. The cause was 
found in the new lap adhesive, which 
was a water-base emulsion of resins 
and solvent. Specifically, there had 
been a change to a less refined grade of 
coal tar solvent, and the grade was 
found to carry traces of naphthalenic 
compounds commonly used as the basis 
for moth repellents. The amount of 
odor in any particular fiber can depend 
upon the batch of solvent and the 
amount of lap adhesive, which would 
vary greatly. Corrective measures were 
taken, controls were established, and 
the complaints and returns showing this 
failure began to decrease and finally 
ceased completely. 

By no other means could this serious 
package defect have been discovered 
and corrected before large monetary 
loss and sales damage had been 
incurred. 

Sometimes returned goods will show 
disturbing seasonal or even unseasonal 
variations in quality. These may be 
traced to unseasonable climatic condi- 
tions in a given area, errors in shipping, 


98 


or change in date of shipping, if differ- 
ent types of packages are used in differ- 
ent parts of the country for a given 
product or if the sales department has 
inadvertently overstocked merchants. 

As an example, a company having 
national distribution in a packaged 
chocolate product noticed that returns 
became excessive from the Southeast 
territory in the early part of summer. 
The returns indicated the packages 
were stained and becoming unsalable. 
Investigation indicated that the sales 
department had chosen late spring for 
a sales drive and had prompted the 
outlets in that area to stock beyond 
their capacity to sell or store properly. 
Under these circumstances, there was 
no reason to feel that the package had 
not performed satisfactorily, and subse- 
quent returns after the excess quanti- 
ties had been returned or removed 
showed normal results. 

A special kind of returned goods is 
that sent in directly by the final con- 
sumer. Many factors may prompt the 
consumer to write letters of complaint 
and return goods directly to the manu- 
facturer. Some will, of course, pertain 
only to price, quality, formulation ‘or 
construction of the product itselfi—but 
many will pertain to product or pack- 
age failure or inconvenience of the 
package in use. Such complaints 
should be given careful attention by 
package engineers. Further, it must 
be kept in mind that for every customer 
who will take the time and effort to 
write a letter or return unsatisfactory 
goods, there are many more who are 
unhappy but inarticulate. 

The packaging engineer should in- 
vestigate the manner in which returned 
goods complaints are being handled by 
his company. A method should be de- 
vised by which he will receive daily, 
monthly, or weekly compilations of re- 
turns and sufficient information to 


The Management Review 





devel 
shoul 
ceive 
they 

of the 
tion 
shoul 
turne 
inspe 
picke: 
specie 
shelf 

cours: 
allow: 


R? 
loade 
handl 
tectiv: 

Ne 
and k 
time 1 
availa 
age Cc 
all-tin 
not c 
plant 
prefe 
rather: 

To 
agem 
tive { 
the p 
more 

Fo 
whet 
the m 
savin; 
exact 

Wi 
handl 


Februc 








develop his own summations. He 
should be on the circulating list or re- 
ceive customer letters of complaint if 
they pertain to the package or failure 
of the product resulting from deteriora- 
tion in storage or use. Arrangements 
should be made for samples to be re- 
turned to the packaging laboratory for 
inspection and analysis, when goods are 
picked up by the sales department or 
special representatives as a result of 
shelf failure. Wherever possible, of 
course, the person in the field who 
allows the credit and makes the ar- 


rangements for distribution or return 
of the goods should be made respon- 
sible for the field history of this lot of 
packaged merchandise. If this method 
of developing information from the 
source is continued over a period of 
time, the performance of the package 
under actual field conditions can be 
very well gauged and the data can be 
used to anticipate future packaging 
needs, recommendations, and revisions. 

By Cartes A. SOUTHWICK, JR. 
Modern Packaging, September, 1947, 
p. 149:4. 


Pack Up Your Damage Troubles 


EAL culprit in today’s record total 

of damage claims, despite over- 

loaded carriers and inexperienced 

handling, is lack of plain ordinary pro- 
tective packaging. 

New methods, experiences, materials, 
and know-how—many the result of war- 
time research and experimentation—are 
available to industry today. But dam- 
age claims for all carriers rose to the 
all-time high of $150 million last year— 
not counting unreported losses at the 
plant and on the part of consignees who 
preferred to patch up a scarce product 
rather than complain and wait again. 

Today’s trend by cost-conscious man- 
agement is toward tailor-made protec- 
tive packaging to the actual needs of 
the product. This method is always 
more efficient, often the cheapest. 

Following are six ways to gauge 
whether a packaging dollar is giving you 
the most in low-cost labor- and freight- 
saving efficiency by suiting the product’s 
exact requirements : 

Will the package afford lowest-cost 
handling in the warehouse? 


February, 1948 


While mechanized handling and 
palletizing are considered the best time 
and space savers, many current pack- 
ages simply aren’t strong enough to take 
pallet treatment. A recent survey con- 
ducted in one of Montgomery Ward’s 
warehouses showed that only a small 
number of packages—234 out of 4,000 
—lent themselves to mechanical han- 
dling. 

Ward officials found, too, that while 
90 per cent of their pallet savings came 
from loading vertically to the ceiling, 
many packages couldn’t take it. 

More units per load are another 
boon to the harried warehouser. Alert 
manufacturers are looking at their unit 
loads to see if they can’t be increased 
for easier handling. 

Is the package easy to fill and close? 

This is where labor costs enter the 
packaging picture, and package machin- 
ery often more than pays for itself by 
simplifying the operation. Slight varia- 
tions in package designs can make hours 
of difference in filling and closing. 
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Will it command the lowest freight 
rates? 

Here’s where tailor-making for need 
comes in again. Burroughs adding 
machines, for instance, were always 
shipped in wooden boxes. By changing 
over to heavy corrugated cartons for 
domestic shipments, the company saves 
weight on freight. 

Will it stand up to foreseeable 
hazards? 

Packages should guard only against 
conditions that will be met. There’s no 
point in worrying about and paying for 
fungusproofing a package that is only 
going north for a short trip. 

Some of the potential headaches are: 
abrasion, breakage, chemical activity, 
fungus, dust and dirt, odors, pilferage, 
insects, vermin, and moisture. A ma- 
terial or method is on hand for guard- 
ing against each of these. 

Is the product arranged in the most 
efficient manner in the package? 

An experiment at International 
Detrola, Detroit, proved that, as a re- 
sult of packing two record-changing 
units in a specially designed corrugated 
container, the price is 30 cents as against 
40 cents for two separate cartons for- 
merly used. 

To make it a complete coup, it was 
also discovered that six workers can 
pack 300 record-changers an hour in the 
two-unit carton, as contrasted with the 
former rate of 200 an hour by five 
workers. In all, it saves $6,000 a 
month. 

Does package fill distributors’ needs? 

It’s a good idea to know, for design 
purposes, whether the package is des- 
tined to be opened and destroyed, or 
used for a time as a storage container. 
Also, it’s worth polling distributors to 
learn how long packages remain in their 
warehouses, and whether present units 
suit them. 

Distributors don’t like unnecessary 
repackaging any more than do depart- 
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ment stores and mail-order houses. By 
giving them packages they can sell di- 
rectly, a company is building good rela- 
tions with its outlets. Since they are as 
vulnerable to kickbacks from their cus- 
tomers on faulty packages as is the 
manufacturer, distributors want ultra- 
modern methods and materials. 

The material-supply situation is such 
that there’s no need for products to 
languish any longer in obsolete packag- 
ing. Plastics, budding before the war, 
and coming into full bloom during it, are 
very much on the market for commer- 
cialuse. Food manufacturers are taking 
advantage of transparent plastics to pre- 
serve freshness, cut down breakage. 
Hot plastics for machine tools and parts 
and plastic sprays for large machines 
are war babies that are definitely here 
to stay. 

Corrugated boxes are coming into 
greater play than ever as companies are 
shifting from the old standard-size 
boxes heavily loaded with asbestos 
dunnage to carefully fitted cases for 
odd-shaped products. 

Aluminum foil is another of the 
newer protective packaging materials 
that bears looking into. Foil is espe- 
cially good for perishables; and when 
laminated to paper or plastics, it no 
longer runs the risk of chemical reaction 
with the contents. 

All the ingredients of good packaging 
are in management’s reach. Materials 
are ready, suppliers are willing, and 
engineers are able. What’s more, con- 
signees know this, and look far less 
charitably at damaged goods than they 
did during and immediately after the 
war, when commercial shipments were 
quite understandably under-packed. 

The time is now, before tempers and 
orders fizzle, for industry to grab a 
spyglass and take a good look at the 
packaging situation. 

Modern Industry, November 15, 
1947, p. 40:5. 
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Incentives for Executives* 
By HARRY ARTHUR HOPF 


ONTINGENT extra compensation 
for executives represents values 
which become available only when the 
recipient has established a record of 
performance exceeding the standard ob- 
jective he is expected to attain during 
agiven period of time. Thecompensa- 
tion is extra because it is supplementary 
to the base salary; it is contingent be- 
cause it does not become payable unless 
super-standard results are achieved. 

Any contingent extra compensation 
plan should be founded upon the 
principle of measurement of accom- 
plishment. Such measurement, to be 
effective, should be restricted to condi- 
tions under the control of the recipient. 

Participation in the plan should be 
limited to individuals who definitely 
perform executive responsibilities, and 
the provisions of the plan must be made 
known in advance to those who become 
its beneficiaries. 

The plan should contain a provision 
under which extra compensation in ex- 
cess of a stipulated maximum percent- 
age of the base salary will not be paid. 
It should call for regular determination 
of extra compensation, and disburse- 
ments on the score thereof should be 
made at least annually, if not oftener. 
The rank held by executives in the 
organization should have no bearing 
per se on the amount of extra compen- 
sation paid. 

The plan should be elastic enough to 
provide payments to executives deserv- 
ing of recognition for outstanding per- 





formance even in times when operating 
results generally are unsatisfactory. It 
should be readily adaptable to recog- 
nition of group, as well as of individual, 
accomplishment; and it should partake 
of the nature of a bilateral agreement 
which will insure to ownership and 
management reciprocal advantages 
under conditions of stability and rea- 
sonable permanency. 

Since such a plan is aimed at enhanc- 
ing the profitability of operations, it is 
logical that the fund to be used for it 
derive from any excess of profits real- 
ized over and above the normal profit 
expectation as set up in the budget. 
Information such as the following will 
usually prove helpful in reaching sound 
conclusions as to the size of the fund: 
(1) ratio of the base salary fund for 
executives to net sales and operating 
profit for the preceding 10 or 15 years; 
(2) changes in economic characteristics 
of the enterprise, as revealed by the 
break-even points for the same period ; 
(3) margins of operating profit realiza- 
tion over budgeted operating profit for 
the same period; (4) experimental de- 
termination of a fixed percentage of 
such margins to be allocated for the 
purpose of contingent extra compensa- 
tion; (5) experimental fixing of a 
maximum in terms of ratio to the base 
salary fund beyond which the provision 
of contingent extra compensation will 
not be allowed to go. 

It should be emphasized that the ad- 
ministration of any plan adopted must 


*Excerpted from Publication No. 9 of the Hopf Institute of Management, Inc., Ossining, 
N. Y. Copyright 1947, Hopf Institute of Management, Inc. 
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remain in the hands of an independent 
committee whose members do not be- 
long to the group of prospective bene- 
ficiaries. This committee should have 
access to all the facts pertinent to the 
progress of the business and should, in 
particular, inform itself carefully re- 
garding the operating results achieved 
by all executives who may become 
beneficiaries under the plan. Careful 
discrimination should be exercised by 
the committee in determining the mem- 
bership of the group eligible to receive 
contingent extra compensation, and 
every effort should be made to insure 
that choice of such membership will be 
free from error. Much importance 
should be attached to the method by 
which the results of the deliberations 
of the committee will be communicated 
to the members of the group, and to the 
extent of supporting data regarding 
specific decisions to be furnished them. 
Special consideration should be given 
by the committee to ways and means 
of using the device of contingent extra 
compensation to strengthen the hands 
of senior executives in dealing with their 
junior associates. 

Any institution sincerely desirous of 
supplying financial incentives in ade- 
quate and encouraging measure to its 
executives is faced with a formidable 
and time-consuming task in eradicating 
certain problems that will inevitably 
present themselves. A number of the 
more obvious complicating problems 
should be attacked at the outset, so that 
their solution may pave the way for 
ultimate introduction of a sound and 
comprehensive plan of base salary and 
contingent extra compensation. Among 
these more obvious problems are: 


1. Elimination of inequalities in the 
compensation of executives engaged 
in work of comparable importance; 

2. Abandonment of parallelism in the 
salaries of two or more executives, 
which often persists over a long 
period of time; 

3. Development of 


valid operating 


102 


standards in terms of which per. 
formance may be measured; 

4. Dissipation of the unfamiliarity of 
executives with respect to the poli- 
cies and principles governing the 
determination of their compensation; 

5. Introduction of a sound plan of 
budgetary control and training of 
executives in the implications of 
such procedure; 

6. Projection of future costs of salary 
administration by actuarial means 
as a basis for achieving effective 
control over them; 

7. Termination of the vicious practice 
of basing salary increases chiefly upon 
length of service; 

8. Adoption of fair plans for retiring 
executives who have reached the 
age of superannuation and are block- 
ing the assumption of greater re- 
sponsibilities by younger men; 

9. Granting of adequate authority, and 
its concomitant of freedom of ac- 
tion, to executives of the two lower 
groups who carry the major burdens 
of management and operation; 

10. Simplification of the organizational 
structure and elimination of condi- 
tions which tend to enmesh execu- 
tives in the toils of red tape. 


With respect to other forms of finan- 
cial incentive for executives, some of 
those more frequently encountered will 
be considered here briefly—specifically, 
profit sharing, stock ownership, bo- 
nuses, deferred incentives, and manage- 
ment compensation funds. 

In considering profit sharing plans, 
it is well to remember that there often 
enter into the construction and admin- 
istration of such plans certain faulty 
practices and techniques whose detri- 
mental influence is bound to vitiate 
whatever incentive appeal may be in- 
corporated in them, for example: allo- 
cation to individual executives of fixed 
percentages in the profit sharing fund; 
failure to measure performance of ex- 
ecutives on an individual basis and in 
the light of accepted standards; incon- 
sistent determinations from time to time 
of what constitutes profit for the pur- 
pose in question. 

With regard to stock ownership, 
while executives do respond to the 
appeal of identity, through part owner- 
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ship, with the enterprise to whose suc- 
cess they are devoting their energies 
and talents, the incentive appeal of such 
plans is apt to wane with the passage 
of time, and to vanish altogether during 
periods of economic disturbance when 
stock prices are at their lowest. This 
is especially true when stock has been 
purchased at not too favorable prices 
on the time payment plan and execu- 
tives find themselves burdened with 
debts exceeding the amounts which they 
might expect to realize from the sale 
of their holdings at current prices. 

At best, the bonus method is an 
unreliable device for the production of 
genuine financial incentives. At worst, 
it borders on spoliation of the assets of 
the institution, and thus subjects those 
responsible for its promulgation to per- 
sonal accountability in a court of law 
whenever a stockholder chooses to exer- 
cise his rights. 

The deferred incentive plan is in 
essence a profit sharing plan whose 
benefits are allowed to accumulate in a 
trust fund for a long period of years, 
usually not less than 10. The general 
assumption underlying such a plan is 
that any distribution undertaken after 
the expiration of the stipulated period 
will subject recipients to less burden- 
some taxation than would be the case 
at the present time or in the next sev- 
eral years. Such plans evoke some de- 
gree of response from beneficiaries, but 
the basic element of time lag would 
seem permanently to disqualify them 
from constituting a strong financial 
incentive. 

The management compensation fund 
usually is composed of shares of stock 
of a company made available on favor- 
able terms and allotted by the manage- 
ment at its discretion to individual 
executives, on the assumption that the 
beneficiaries will extend themselves as 
a group to enhance the value of the 
stock through more successful opera- 
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tion of the business. Sometimes the 
assumption is borne out by later devel- 
opments, but it is not always possible 
to trace increased stock values to the 
influence of conditions under the con- 
trol of executives. It is probably more 
often the case that any higher values 
attained derive from general economic 
developments and related factors, un- 
aided by specific efforts of the execu- 
tive group. 

In considering the problem of estab- 
lishing adequate incentives for execu- 
tives, it must be remembered that the 
task is surrounded by a great variety of 
imponderables, and that the dynamics 
of performance may be powerfully 
influenced by motivations which have 
no relation to the financial return accru- 
ing to the individual. Some of the 
factors which represent the principal 
motivating forces may be summed up as 
follows: 

Ambition to excel in the performance 

of duties; 

Opportunity to rise to positions of in- 

fluence and power; 

Desire for fair treatment; 

Freedom of action in the performance 

of assigned duties; 

Response to agreeable associations; 

Measurement of performance with re- 

gard to controllable conditions; 

Loyalty to inspiring leadership; 

Scope for self-expression ; 

Absence of favoritism and nepotism; 

Influence in institutional councils; 

Reasonable security in tenure of position; 

Interesting risks encountered ; 

Challenge of problems to be solved; 

Opportunity to enlarge personal capacity ; 

Identity with an institution that is forg- 

ing ahead of its competitors. 

If top management is to derive the 
maximum of accomplishment from the 
executive staff of a business corpora- 
tion, it must learn that the group is 
comprised of individual personalities 
which are likely to differ materially in 
makeup. Incentives should therefore 
be devised with deliberate intent to 
evoke reactions in harmony with the 
particular personal equation presented 
in each case. 


103 














Meet the Stockholder 


N ITS almost embarrassed haste to 

explain to John Q. Public that Amer- 
ican industry is in fact owned by John 
Q. Public himself, industry is overlook- 
ing some of the finer points. A few 
pioneering publications for employees 
are now selecting “typical” stockhold- 
ers to portray in their pages, the idea 
being that employees will be thrilled to 
know who actually owns the company. 
But a typical bonehead play was 
recently made by such a publication 
when it showed that one of the stock- 
holders was a film-and-radio enter- 
tainer whose annual income is around 
$175,000. The difference in income 
between the entertainer and the aver- 
age employee is sufficient to discourage 
any deep feeling of kinship on the part 
of the latter. 

If the average stockholder is as com- 
mon as the old shoe he is propagandized 
to be, then let employee publications 
so picture him. A pictorial study of 
four or five stockholders, published 
occasionally in an employee publica- 
tion, could do much to fix the notion in 
the reader’s mind that, after all, maybe 
the organization isn’t master-minded by 
flint-hearted tycoons, that the stock- 
holders themselves are plain, ordinary 
people. (General Mills, Inc., Minne- 
apolis, does far-and-away the best 
interpretative job of any company with 
its stockholder quarterly, Horizons.) 

Let gun-shy managements disabuse 
themselves of the thought that “writing 
up” their stockholders constitutes an 
invasion of privacy. Stockholders, 
being people, like to get their pictures 
in the paper, and the majority of them 
would relish the compliment implied in 
a request for a picture story. 

Here, for example, are five “typical” 
stockholders of a company which oper- 
ates in a community of 70,000 persons. 
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There is a story in every one of them: 


1. A company annuitant, who 
worked for the company for 3] 
years until his retirement age. He 
had saved enough money to buy 
his own home, his own car, to 
develop a truck gardening busi- 
ness to keep him occupied after 
retirement, and to purchase a sub- 
stantial number of shares of his 
company’s stock. He is a rooter 
for the company and one of the 
staunchest friends it has. 

2. A widow who works in the local 
bank. Her husband, a former bank 
clerk, told her the company stock 
was good years ago, and she 
started buying it. 

3. The janitor in the manufacturing 
department office, and the scrub 
lady on the sixth floor. They are 
both stockholders. 

4. The most popular minister in 
town. 


These five people were chosen at 
random. There are scores like them in 
practically any company. To tell the 
story of a company and its operations, 
you must tell it in cold facts and 
figures—but you should tell it too in 
terms of people. That is the language 
your employees will most readily un- 
derstand. 

If your employee publication isn’t 
including this type of feature in its 
program for 1948, better start thinking 
about it now. And if your bulletin 
boards in the plants are of the mod- 
ern, localized variety as opposed to the 
syndicated type, you have a possible 
picture feature every few weeks which, 
with a few lines of caption material, 
will do a lot to help you tell your 
story. 

The Score, Volume II, No. 5. 
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HY the phenomenal growth of 
group life insurance? 

In 1947 there was a $5.1 billion jump 
in the amount of group life in force. 
This was second only to the $5.4 billion 
increase in 1946, 

And 1948 bids fair to be at least as 
good a year for group life insurance, 
according to E. C. McDonald, vice 
president of the Metropolitan Life 
Insurance Company. 

The first group life policy was writ- 
ten in 1912 by the Equitable Life As- 
surance Society for Montgomery 
Ward. Since then, this form of life 
insurance has expanded until now it 
makes up more than 17 per cent of 
legal-reserve life insuranée in force. 

The growth of group life has de- 
pended somewhat on business condi- 
tions. When employment and payrolls 
fall off, the amount in force drops 
too. The amount of group life in force, 
for example, at the end of 1945 
had dropped nearly $1.7 billion below 
the 1944 total. But during the same 
time, the number of firms taking out 
master policies increased from 35,000 
to 37,000. 

And the long-range trend of group 
life insurance has been steadily up- 
ward. The amount in force has in- 
creased rapidly during the boom years 
in 1946 and 1947— it’s now almost 150 
per cent of what it was at the end of 
1945, 

Well-established employers want it 
for two reasons: First of all, it helps 
company prestige, since the employer 
pays part of the premium; some em- 
ployers, in fact, pay all the premiums. 
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And, secondly, it tends to cut employee 
turnover, since the coverage on an em- 
ployee ends if he leaves the company. 
Practically all group life insurance is 
on a one-year-renewable term basis. 
So the employee has no paid-up inter- 
est in his certificate. Usually the em- 
ployee who leaves is entitled to get an 
ordinary policy for the same amount, 
without medical examination, from the 
insurance company that wrote the 
group master policy. 

Employees want group life insurance 
because it’s an inexpensive form of life 
insurance for them. Group life on a 
term basis usually costs the employee 
60 cents a month per $1,000, the em- 
ployer usually paying from 90 cents to 
$1. (The latter’s contribution varies, 
since the cost of term insurance to each 
employer differs with the average age 
of his employees. ) 

Ordinary life insurance rates are 
higher. The monthly premium per 
$1,000 for the cheapest form of ordi- 
nary life insurance for a man of 35 
may range from $1.80 to $2.20. How- 
ever, ordinary life has an investment 
value for the purchaser that group term 
insurance lacks. It has a cash surren- 
der value, and money can be borrowed 
on it. 

The life insurance companies like to 
sell group insurance because: 

(1) Costs of administration are lower 
in mass policies than in individual poli- 
cies. For one thing, there are no medi- 
cal examinations. 

(2) Agents’ commissions are sub- 
stantially lower in relation to premium 
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volume than commissions on ordinary 
life policies. 

(3) The insurance companies don’t 
have the headache of investing the pre- 
miums, because each year their group 
insurance premiums liquidate them- 
selves. What is not paid out in death 
benefits is returned to the policyholder, 
after deduction of operating expenses 
and a small profit percentage. The 
policyholder may pass part of this re- 
fund on to employees or use it to de- 
fray future premiums. 

(4) Group life is an excellent spring- 
board to selling company pension plans, 
individual life policies to employers and 
employees, and (for those companies 
with property insurance affiliates) to 
selling employers and employees all 
forms of property coverage. . 


Problems in the Boiler 


OILER and machinery insurance 
has been, in general, an unprofit- 
able line as a result of equity rating, 
and of the late rate war which left the 
companies writing insurance at reduced 
premiums during a period of rising 
prices, pointed out R. P. Griffin, dis- 
trict field manager of Mutual Boiler, 
in a recent address before the Risk Re- 
search Institute. One company ceased 
writing the line entirely this year; an- 
other has curtailed its activity with a 
possible view to ultimate retirement. 
Mr. Griffin mentioned the develop- 
ment of the blanket boiler and pressure 
vessel form, and dealt with the explo- 
sion clause of the fire policy. He said 
studies are now being made on pro- 
viding blanket machinery insurance de- 
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There is a form of group life policy 
which gradually develops a paid-up 
value for the employee through the 
years. This helps to solve the employ- 
er’s problem of what to do about in- 
surance for employees who are retiring, 
For employees of advanced age term 
insurance premiums are, of course, 
very high. Under this policy, the em- 
ployee pays a higher premium than he 
would for plain term insurance. The dif- 
ference becomes paid-up value, which 
through the years gradually squeezes 
out the term insurance element. At the 
end of 25 or 30 years, the term insur- 
ance certificate is on a completely paid- 
up basis. It thus belongs to the em- 
ployee as he reaches the retirement age, 

Business Week, January 17, 1948, 
p. 57:2. 


and Machinery Field 


signed to cover all equipment used for 
the generation, transmission, and dis- 
tribution of mechanical and electrical 
energy. 

The newly enacted rate regulatory 
laws placed impediments in the way of 
developing new coverages because of 
the peculiar regulations of certain states 
and the attitudes of insurance commis- 
sioners in others. Mr. Griffin said 
there is a trend on the part of some 
states to go beyond the intent of Public 
Law 15 and regulate insurance in such 
a rigid manner as to discourage com- 
petition. 

He cited the development in recent 
years of the “actual loss sustained 
clause” in use and occupancy forms, 
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without a specified daily indemnity, and 
showed how it was an improvement 
over the old valued form U. & O. 
policy. 

The tendency on the part of fire com- 
panies to broaden the scope of their 
protection under the explosion and ex- 
tended explosion clauses has created a 
problem for boiler and machinery un- 
derwriters, he said. During the past 
several years, fire companies have grad- 
ually extended their explosion form to 
include all kinds of pressure vessels 
irrespective of pressure, many of which 
would normally be insured under a 
boiler policy. The fire policy premium 
is small compared with that charged 
by the boiler carriers. However, the 
inspection service offered by the boiler 
carriers is not available under fire com- 
pany coverage. This poses a problem for 
the buyer, particularly when blanket- 
group coverage is written in his boiler 
policy. Frequently it produces a situa- 
tion where the fire company and the 
boiler company participate jointly in a 
loss. 

Speaking of premium gradation, Mr. 
Griffin pointed out that since 1942 a 
plan has been in effect for applying a 
discount to a premium in excess of 
a specified minimum. The present 
manual provides for a flat discount of 
25 per cent on premiums in excess of 
$3,000. It was estimated when the 
present manual was adopted that the 
rate level after gradation would be 5.8 
per cent less than the level before 
gradation prior to May 18, 1942. He 
also mentioned that a retrospective 
rating plan is now being considered but 
said that some authorities frowned on 
it as not being applicable to a catas- 
trophe business such as boiler and 
machinery. 

As to reinsurance, he stated that the 
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demand for higher limits, particularly 
with respect to U. & O., has made it 
necessary for the carriers to lean 
heavily on other companies for rein- 
surance. No great difficulty was en- 
countered in this respect, he said, until 
the middle of last year when the largest 
loss in history occurred as the result 
of the explosion of a paper machine 
roll. That loss approximated $4 mil- 
lion. 

Since then the reinsurance market 
has been tight. Retrocessional facili- 
ties were reduced and it became in- 
creasingly difficult to obtain facultative 
accommodations. This has resulted in 
the splitting of heavy lines between car- 
riers. However, the reinsurers face the 
possibility of an overline arising out of 
automatic treaties. 

One of the reasons for the tight rein- 
surance market, he said, is that Lloyds 
of London is the ultimate source of 
all reinsurance in this country. Lon- 
don’s attitude consequently governs 
individual company capacities and the 
rates for reinsurance. He remarked 
that leading insurance men in the 
United States deplore the necessity of 
relying upon the London market, par- 
ticularly when it is realized that the 
financial resources in the United 
States, if properly harnessed, are more 
than adequate to absorb amounts even 
greater than those which are now 
available in London. 

Efforts to combine these resources 
are impeded by laws which prevent any 
one company from assuming liability 
in excess of 10 per cent of its surplus, 
by hesitancy on the part of American 
companies to extend to others their 
full legal capacity, and by lack of ini- 
tiative. 

The National Underwriter, Novem- 
ber 27, 1947, p. 17:2. 
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Annual Fire Premiums 


FOR the past two years, the Insurance Company of North America (Phila- 
delphia) has been pioneering with a new instalment payment plan for fire 
insurance premiums. This plan makes it possible for policyholders to pay their 
insurance premiums on an annual basis rather than in the usual three- or five-year 








lump sum. 

The plan was put into operation with little or no difficulty in 38 states. Then 
it struck a snag—in the South. The Virginia Association of Insurance Agents A Hu 
takes a dim view of the approval recently given the instalment plan by Virginia’s ECl 
State Corporation Commission. The Association is now appealing the ruling to 5. 
the Virginia Supreme Court of Appeals. The principal reason advanced by the Mc 
Association for its action: More frequent premium payments will create addi- Yo: 
tional work for the insurance agents. 

Under the plan, policyholders can spread out the premiums over the duration I 
of the policy. They pay the full first year’s premium on issuance of the policy, We 
80 per cent of the next annual premium on each subsequent anniversary. Ordi- etas 
narily, a two-and-one-half years’ premium in one lump sum pays up a three-year = od 
contract. 

Actually, fire insurance companies have lagged in putting their policies on an of - 
instalment basis. North America and the other companies now offering the new ee 
payment plan are merely following in the path hacked out long ago by casualty on 
and life insurance companies. . 

—Business Week 8/16/47 0 
strippe 
form. 

The 
° 8 chosen 
Compensation Publicity odes 

HE United Mine Workers sent a check for $1,000 to each family of the = 
oie of the disaster at Centralia, Ill. Pictures of John L. Lewis signing milest 
these checks have appeared in the papers. Sie 

Not so well known is what Monsanto Chemical Company did for the victims og 
of the disaster at Texas City, Texas. — 

This explosion was in no wise the fault of Monsanto. The ship that exploded ry ay 
in the harbor was not owned by Monsanto, nor was it loaded with chemicals made ‘ble , 
or used by Monsanto. But what Monsanto did “beyond the call of duty” is worthy . The 
of record. b ¥ 

More than 200 men and women were lost at the Monsanto plant. Under the apt . 
company’s group insurance plan, the beneficiary of each of the victims will receive he t " 
from $6,000 to $8,000 in insurance. In addition, each beneficiary will receive $20 ble 
a week for seven years, or $7,200 more. Monsanto paid another $1,000 immediately. e - 
om benefits to each family of those killed will, therefore, total from $15,200 to i 2 

17,200. , 

In addition, Monsanto will pay all hospital costs not covered by the Blue Cross ComIpG 
Plan. It will pay full base wages to all injured persons until they return to work. scope 
It will pay transportation costs to move widows and children to their former nae 
homes. It will relieve them from all loss on contracts for the purchase of their mpus 
homes in Texas City. It guarantees jobs for those who will be able to return to } attituc 
— and further protection to those rendered unable to work again by total 0a 

isability. / 
samenaieed —Coshocton (Ohio) Tribune (as quoted in The Employment Counselor 1/48) organ: 
supery 

Eac 
briefly 
on th 

Gniv 
* SAFETY CAMPAIGN PAYS OFF: Traffic deaths in 1947 were approxi- . 
mately 1,000 fewer than in 1946. Safety experts consider this an outstanding nature 
record because the number of automobiles on the streets and their mileage rates is orc 
increased greatly in 1947. The result is considered a tribute to the effectiveness tation 
of the nationwide safety campaign of publishers in cooperation with the President's over | 
Highway Safety Conference. a 
—The Insurance Broker-Age 1/48 * Dire 

Ford 
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A HumMAN RELATIONS CASEBOOK FOR Ex- 


ECUTIVES AND SUPERVISORS. By Frances 
S. Drake and Charles A. Drake. 
McGraw-Hill Book Company, Inc., New 
York, 1947. 187 pages. $2.50. 


Reviewed by E. H. van Delden* 


We all love a story (probably that ex- 
plains the dedication of this work to Aesop, 
one of the master educational storytellers 
of all times), and these cases are fascinating 
reading to those of us in management who 
usually can parallel the circumstances from 
our own experiences. Both good and bad 
examples are employed. The cases are 
stripped of verbiage and related in “digest” 
form. 

The mode of presentation was deliberately 
chosen to make reading, reflecting, and re- 
tention of the material as painless as pos- 
sible. The book constitutes a welcome 
milestone in the development of texts for 
management use. The Drakes have en- 
deavored to practice what they preach and 
have turned their unique qualifications in the 
realm of theory and practicality to creation 
of a book which makes learning a pleasur- 
able experience. 

Theories of organization have invariably 
been concerned with human beings but only 
in the abstract, and usually the relationships 
have been viewed as between so many mov- 
able tin soldiers. This book imparts the 
breath of life and authenticity to develop- 
ing, maintaining, and encouraging the people 
composing a business organization. The 
scope of the text can best be indicated by 
citing the titles of the several sections: 
Adjusting the human resources; developing 
attitudes and sentiments; using and abusing 
incentives; bargaining with individuals and 
groups; mobilizing the brainpower of an 
organization; the ways of executives and 
supervisors. 

Each of the topics listed is presented 
briefly but authoritatively. The authors draw 
on the best knowledge available as well as 
upon their own reasoning and experience. 
Only after each subject has been covered are 
the cases offered. They are more in the 
nature of illustrative material than of what 
is ordinarily considered a case-type presen- 
tation. The law student spends hours poring 
over lengthy cases and then, all too often, 
* Director of Industrial Relations, Libbey-Owens- 

Ford Glass Company, Toledo, Ohio. 
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has to turn to a textbook in order to de- 
termine the principles he has been unable to 
educe from the cases. This casebook 
presents the background material first and 
follows with the cases to exemplify the 
principles in action. 

The application of the principles to the 
facts of each case is reviewed at some length 
—a procedure which serves to “clinch” the 
principles in one’s mind. It is here that the 
contribution of the authors is greatest. This 
review is succeeded by a list of provocative 
questions under the caption, “Topics for 
Discussion”; and following these questions 
is a blank space, with the heading “Prin- 
ciple,” which the reader is encouraged to 
fill in. This requires a new type of reading 
in a management book, and the reviewer 
purposely followed the suggested method and 
wrote in the “principles” after each of the 
75 cases in order to determine the effect 
upon reading speed and comprehension. The 
knowledge is presented so compactly that the 
pause for contemplation of the facts and 
formulation of a “nugget of wisdom” is 
really essential. The reader acquires a sense 
of participation instead of being “preached 
to.” This process makes for slower reading 
but maximum understanding. Moreover, the 
individually developed principles, plus the 
physical act of writing them, make the book 
invaluable for personal review purposes. 

The subject matter is covered so tersely 
that a desire for additional material is likely 
to result. This has been anticipated by pro- 
vision of a list of suggested readings after 
each section, including a review of the con- 
tents of each book and occasional informa- 
tion on the author. 

A Human Relations Casebook for Execu- 
tives and Supervisors will prove valuable to 
all levels of management. The authors have 
observed the prescription: “Wherever pos- 
sible, the material is presented in the order 
of difficulty from simple to complex, from 
known to unknown.” Top executives may 
consider the first section elementary and 
bypass it for the more complex problems. 
The chances are that if they do, they will 
turn back to read the first section subse- 
quently. 

While this text is one that any individual 
in management can profitably read on his 
own, it is also ideal for executive and super- 
visory training and for university courses in 
business and personnel management. As the 
authors point out in their introduction, ex- 
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ecutives can develop insight and skill in 
handling people by experience and by a sys- 
tematic study of scientific knowledge about 
human nature. This book combines both 
methods. 

The term casebook may lead some manage- 
ment people to pass over this manual by the 
Drakes in the mistaken belief that it is de- 
signed solely for the classroom. If they do 
so, they will deprive themselves of one of the 
most thought-provoking of management 
books. 


PurcHasinG. By Stuart F. Heinritz. Pren- 
tice-Hall, Inc., New York, 1947. 671 
pages. $5.35. 


Reviewed by Arthur G. Pearson* 


In this book by Stuart Heinritz, the litera- 
ture on purchasing is brought into line with 
present-day practice. The subject matter is, 
in fact, executive purchasing. It is some 
time since a good book on this subject has 
been written. New methods and ideas have 
been developed in recent years, as well as 
better general appreciation of purchasing and 
its potentialities for contributing to the suc- 
cess of a business operation. 

This work is the answer to those requests 
first heard in prewar 1941, and in greater 
number during the war, for a new book on 
purchasing. In the more than two years 
since the end of that conflict, purchasing men 
have had a chance to reflect on the lessons 
learned during those strenuous procurement 
days. The temporary expedients have been 
dropped, but the useful purchasing tools de- 
veloped during that period are things the 
forward-looking purchasing agent wants to 
know about now. Mr. Heinritz’s book is 
indeed a timely one. 

The author is highly qualified for the task 
he has assumed. Years of experience with 
the National Association of Purchasing 
Agents, and as editor of the magazine Pur- 
chasing, have given him a broad, over-all 
viewpoint. He sees purchasing on the execu- 
tive level and the purchasing agent as an 
executive contributing, along with produc- 
tion, engineering, sales, and finance, to the 
success of the enterprise; and he gives his 
readers the benefit of his insight into pur- 
chasing practices of varied types of busi- 
nesses with which he has had contact. 

This book will be of interest to the pur- 
chasing agent who is seeking new and 
stimulating ideas applicable to his work. It 
will serve as a practical text for the student 
of purchasing. It will be welcomed as 





* Director of Procurement, American Meat Institute; 
Chairman, Literature Division, National Educa- 
tional Committee, National Association of Purchas- 
ing Agents. 
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worthwhile reading by business executives 
generally. 

We find the author saying in Chapter 1: 
“Efficiency in production and service requires 
that these materials be on hand at the time 
and place they are needed for use and in 
the proper quality and quantity to serve the 
intended purpose. Economy in production 
and operation and therefore the maintenance 
of a favorable competitive and profit posi- 
tion demand that the materials be procured 
at the lowest cost consistent with the quality 
and service requirements.” Then, by his 
presentation of basic principles, Mr. Heinritz 
enables those not familiar with the purchas- 
ing field to understand how the purchasing 
agent, as a specialist in vendor relations, goes 
about the job of supplying his organization 
with proper materials and supplies at the 
appropriate time. 

The scope of the book is broad, with 
applications of basic principles indicated for 
many types of businesses. For example, 
purchasing for governmental organizations, 
with their special requirements, is discussed 
in many chapters. The creative values pur- 
chasing adds to business as a partner with 
sales, production, engineering, and finance 
are developed in an understandable manner. 
The author treats basic principles of quan- 
tity, quality, price, and service in a funda- 
mental, factual, yet easy-to-read fashion. 
And this treatment has produced a work 
that should be valuable for a long time to 
come. 

The physical organization of the book is 
such that a busy person will enjoy reading 
it. There are 38 chapters, each short and 
concise, averaging 17 pages; each confines 
itself to its subject in a thorough and com- 
petent manner. These chapters are grouped 
under five headings. Four of these—Or- 
ganization, Principles, Procedure, and Poli- 
cies—were to be expected, but the section 
on Tools of Purchasing is a useful addition 
to the thinking on this subject. Other 
phases of purchasing, such as records and 
certain phases of procedure, might also have 
been treated under this heading. Mr. Hein- 
ritz’s handling of the subject of centralized 
or decentralized purchasing (Part I, Chapter 
V), however, will help to clarify this prob- 
lem. Quality and quality control in Part II 
are particularly well handled, as are store 
control, the service factor, relationship with 
suppliers. 

Contract cancellation is treated separately 
in Chapter XXVII. Part IV—Tools of 
Purchasing—covers department manuals, re- 
search, budgets, department layout, and re- 
ception. These are all topics of considerable 
interest to purchasing agents, but until now 
little reference to them could be found in 
books on purchasing. Part V deals with 
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purchasing programs, personal purchasing, 
ethics, reciprocal purchasing, purchasing per- 
sonnel, management reports, and measuring 
purchasing performance. Here, indeed, is 
purchasing from the executive viewpoint. 

As fine as this book is, however, some 
subjects might have been dealt with more 
fully—e.g., procedures, and the problem of 
“sash and small orders.” The inclusion of 
questions at the end of each chapter is open 
to debate. while the omission of a bibliog- 
raphy of source material and collateral 
reading is to be regretted. But these criti- 
cisms are minor ones in the face of the 
book’s over-all excellence. 

As an example of the author’s style and 
broad treatment, we can best quote the clos- 
ing paragraph of the book: “Whatever sys- 
tem and whatever standards may be adopted 
for measuring purchasing performance, man- 
agement owes it to itself to be informed 
about it. Purchasing is the first step in 
production, it is responsible for the expendi- 
ture of a significant proportion of company 
funds, and it represents a major item of 
product cost. Too frequently regarded solely 
as an expense or a non-productive factor 
in the company operation, it embodies poten- 
tial savings at the source and prospective 
accomplishments: proportionately greater in 
net profits than the more obvious accom- 
plishments of production and sales. The 
very act of setting standards and measuring 
purchasing performance should bring for- 
cibly to management’s attention and consci- 
ousness the vast potential advantages of com- 
petent procurement. The corollary to this 
fact is that management will look to pur- 
chasing for the realization of these possi- 
bilities, demanding scientific, proficient per- 
formance, recognizing the accomplishment, 
and implementing the function with the 
necessary organization. facilities, and author- 
ity to attain the possible ends.” 


BustNEss PLANNING AND ContTrROL. By 
Floyd H. Rowland. Harper & Brothers, 
New York, 1947. 337 pages. $4.00. 


Reviewed by Russell B. McNeill* 


The author of this work draws on 25 
years’ experience as a management consult- 
ant to point out the need for a book which 
accomplishes the following: 


“1. Indicates how to develop plans 
which will enable a company to progress 
from where it may now be financially to 
where it can.and should be. This section 
of the book is called ‘Business Planning’ 
(Part 1). 


* Graduate School of Business 
arvard University. 





Administration, 
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“2. Provides some of the necessary 
management control techniques essential 
to carry out the business plans outlined in 
Part 1. These are covered in Part 2, 
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‘Control Techniques’. 


Another reason for the book stems from 
the author’s prediction that the mortality 
rate of business in the future will be high 
owing to the ever increasing difficulties in 
maintaining satisfactory profits. It follows, 
he states, that management must take stock 
of its position and perform the hardest job 
on earth, namely, constructive thinking: 


“Judging from the manner in which 
some companies are operated, it is often 
difficult to realize that their reason for 
existence is to make a profit. As an aid 
to top management, Business Planning 
and Control is presented as a technique 
to be used to examine and correct fun- 
damental weakness and provide a sound 
program.” 


This reviewer, along with, no doubt, the 
bulk of potential readers, agrees fully with 
the author’s observation regarding the 
“need.” But at best it is difficult to prepare 
this type of book, and there is also risk in 
its use. Too often the reader may be seek- 
ing a clearly delineated “black or white” 
type answer to a problem which can’t be 
solved merely by application of a technique 
or formula and to which the answer is one 
of a myriad of gray shades. Moreover, one 
under the pressure of finding answers is 
likely to be drawn to a book which by its 
very quality is exact and specific. An 
author, well aware of the danger that his 
observations may be too general to be use- 
ful, endeavors to be specific. This effort 
coupled with his understandable enthusiasm 
to build the case for a particular technique, 
proved successful within the confines of his 
experience, often results in over-simplifica- 
tion of the problem. Dramatic cause-and- 
effect relationships thus may be envisioned 
which seldom are borne out in practice be- 
cause improvements typically come about 
slowly, induced by not one clearly dis- 
cernible factor but by a variety of closely 
related and perplexingly obscure causes. 

In the opinion of the reviewer, the prob- 
lems confronting management are so diverse, 
complex, and ramified that no book can en- 
compass between its covers more than a 
general guide to areas for investigation 
together with a listing of techniques by 
which other executives have solved problems. 
Indeed, these are the two functions served 
best by Mr. Rowland’s volume. Accord- 
ingly, it is recommended to the executive 
who desires a “check list” of current prac- 
tices to apply against the activities of his . 
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own business. If the reader has made a 
thoroughgoing study of a particular area of 
his business, he is likely to find the corre- 
sponding specific chapters elementary, some- 
what diffused, and inadequate to his needs. 
Nevertheless, on balance, it is certain that 
the total effect of the book will be useful, 
meriting the investment of time given to 
reading it and reflecting upon its proposals. 

In the audience to which this book appeals 
may also be found the heads of the small 
business already beset by growing pains and 


Economic Poricy For A Free Society. By 
Henry Simons. The University of Chicago 
Press, Chicago, IIl., 1943. 353 pages. $3.75. 


Pustic INVESTMENT AND FuLt EMpLoy- 
MENT. International Labour Office, Mon- 
treal, 1946. 348 pages. $2.25. 


CorPoRATION FINANCE. By Henry E. Hoag- 
land. McGraw-Hill Book Company, Inc., 
New York, 1947. 812 pages. $4.50. 


Lasser’s Bustness TAx Gurpe. By J. K. 
Lasser. Simon and Schuster, New York, 
1948. 288 pages. $3.00. 


Tax-WisE BustneEss MANAGEMENT. By 
J. K. Lasser, et al. (Proceedings of a 
conference.) The Economic and Business 
Foundation, New Wilmington, Penna., 
1947. 68 pages. $1.00. 


Your INcomE Tax. By J. K. Lasser. Simon 
and Schuster, New York, 1947. 168 pages. 
1.00. 


Firry EMPpLoyEE-BENEFIT PLANS IN THE 
Basic SterL INpustry. By J. Zisman. 
Bureau of Research and Statistics, Social 
Security Administration, Federal Security 
Agency, Washington 25, D. C., November, 
1947. 103 pages. 


BLue Cross AND MEDICAL SERVICE PLANs. 
U. S. Public Health Service, Federal 
Security Agency, Washington, D. C., 
October, 1947. 323 pages. 


1947 Lire INsuRANCE Fact Book. Division 
of Statistics and Research, Institute of 
Life Insurance, 60 East 42 St., New York 
17, N. Y. 98 pages. 
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confronted with the issue of additional ex- 
pansion; the management of a medium-sized 
business whose profits have turned down- 
ward to a disturbing extent; and the student, % 
For one who must conduct additional re- % 
search, there is supplied a_well-selected 9 
bibliography, thoughtfully classified by chap- 
ter headings. Incidentally, the majority of 7 
the references seem to center on the litera- 7 
ture of the decade 1930 to 1940, which per- 
haps reflects the hiatus in writing brought 9 
on by World War II. 


Work Rovutinc, SCHEDULING AND Dits- © 
PATCHING IN Propuction. By John™ 
Younger and Joseph Geschelin. The 


Ronald Press Company, New York, 1947, 7 
168 pages. © 


Third 
$3.50. 


PROBLEMS OF ACCELERATING AIRCRAFT PRo- 
DUCTION Durtnc Wortp War II. By 
Tom Lilley e¢ al. Division of Research, 
Graduate School of Business Administra- | 
tion, Harvard University, Boston, Mass. | 
112 pages. $1.50. 


FOREIGN MARKS-OF-ORIGIN REGULATIONS. 
By R. P. Wakefield and N. M. Petruz- 
zelli. U. S. Department of Commerce, 
1947. Available from Superintendent of 
Documents, Washington, D. C. 166 pages. 
35 cents. 


edition (revised). 


ReTaIL Crepir FUNDAMENTALS. By Clyde 
W. Phelps. McGraw-Hill Book Company, 
Inc., New York, 1947. Revised edition. 
318 pages. $5.00. 


MARKETING DruGs AND Cosmetics. By L. 
Bader and S. Picker. D. Van Nostrand 
$6.60 Inc., New York, 1947. 342 pages. 


MEAL Periops AND Meats IN INbustry: By 
Sylvia B. Simon, M.D., et al. Division of 
Industrial Relations, New York State De- 
partment of Labor, September, 1947. 10 
pages. 


SCHOOL-AND-WorkK Procrams: A Study of ] 
Experience in 136 School Systems. By 
C. E. Legg, et al. Joint publication of 
Federal Security Agency and U. S. Depart- 
ment of Labor. Available from Superin-" 
tendent of Documents, U. S. Government’ 
Printing Office, Washington 25, D. C. 59 
pages. 20 cents. 
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